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Report of the Export Credit Guarantee Committee 


CHAPTER I' 

INTRODUCTORY 

Previous inquiry—As part of the export promotion drive, the 
Government of India have been considering from time to time the 
question of introducing an export credit guarantee scheme on the 
lines of the schemes in operation in various foreign countries. This 
idea was also considered by the Export Promotion Committee 
appointed by the Government of India in 1949 to make recommenda* 
tions as to the measures for stepping up exports. That Committee 
was not, however, in favour of such a scheme on the following 
grounds :— 

“The scope of such a scheme is very limited in India. 

The nature of our exports, the traditional ties between 
exporter and foreign importer, the absence of political 
interference with export trade in most of the countries to 
which we export, all these make such a scheme unnecess¬ 
ary. Moreover, in ordet that insurance should work 
satisfactorily, the number of insured must be quite large 
and the business must continue regularly. In the U. K., 
for instance, a shipper taking advantage of the scheme 
cannot pick and choose the consignments which he will 

insure.....Apart from other considerations, there is not 

likely to be that amount of business which would allow 
such a scheme to be worked successfully, and, in all the 
circumstances, it would be best not to waste further time 
in consideration of this and other similar projects, but to 
apply ourselves to the real remedies for increasing exports— 
reduction in price, use of good material and suitable work¬ 
manship.” 

2. Draft scheme considered by the Export Advisory Council— 

Notwithstanding the views of the Export Promotion Committee 
(1949), the rapid changes in the pattern and mechanism of export 
trade and the gradual conversion from a seller’s market to a buyer’s 
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market with the consequential demand for payment terms more 
favourable to the buyers than heretofore, necessitated are-examina¬ 
tion of the position. A need -was felt for providing Indian exporters 
with the same credit insurance facilities as were available to the 
exporters in most foreign countries. A proposal for the introduction 
of an export credit guarantee scheme to stimulate exports was plac¬ 
ed before the Export Advisory Council on 29th November, 1953. 
The Council were however, divided in their opinion about the neces¬ 
sity and the scope of the scheme. The Ministry of Commerce & 
Industry re-examined the matter and circulated in May, 1955, a new 
draft of the scheme to the Export Advisory Council and some cham¬ 
bers of commerce and trade associations. This scheme is reproduced 
in Appendix I to this Report. 

3. Opinions on the draft scheme—The opinions expressed on 
this draft scheme were sharply divided. While there was a con¬ 
sensus of opinion that an export credit guarantee scheme was 
generally necessary as a means of stepping up Indian exports, 
several views were expressed in regard to the scope of the scheme 
and the manner of its implementation. A large volume of opinion 
was not in favour of the second part of the scheme, which aimed 
at covering the foreign buyer’s risk, i. e., insuring the foreign buyer 
against the failure of the Indian Exporter to fulfil the terms of the 
contract. 

4. Present inquiry : Terms of reference—In view of the differ¬ 
ences in the opinions expressed, the Government of India appointed 
this Committee by Resolution No. EP/56 dated the 7th January, 
1956. which is reproduced below : 

No. EP/56. The Government of India have bad under 
consideration a proposal to introduce an Export Credit 
Guarantee Scheme for India with a view to stimulating exports. 

2. The scheme is conceived to be mainly based on the 
principle of insurance and is intended to provide a guarantee to 
the exporter against losses resulting from circumstances which 
are beyond his control and which are not ordinarily accepted 
as insurable risks by Insurance Companies such as insolvency 
of the foreign buyer, unforeseen changes in regulations relating 
to foreign exchange, occurrence of war, incurring of extra 
delivery charges, etc, 
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3. While the need for an effective organisation to provide 
guarantees against export risks is generally recognised, several 
views have been expressed in regard to the scope of the scheme 
and the manner of its implementation. The Government of India 
have accordingly decided to appoint an expert committee with 
the following terms of reference :— 

(1) to examine the suggestions made in this behalf and 
to consider the scope of the Export Credit Guarantee 
Scheme ; 

(21 to make recommendations in regard to : 

(a) the nature of risks to be covered ; 

(b) the basis on which premia should be fixed ; 

(c) the structure of the organisation that will be 
required for the implementation of the scheme; and 

(d) any other matter necessary for the successful 
operation of the scheme. 

4. The Committee will consist of 

Chairman ; 

Shri T. C. Kapur, 

Retired General-Manager of the Bombay Mutual 
Life Assurance Society Ltd., Bombay. 

Members : 

1. Shri W. A. Foges, 

M/s. United Traders Ltd., Bombay, 

2. Shri E. P. W. Da Costa, 

Editor, Eastern Economist, New Delhi. 

3. Shri S. Gupta, 

Secretary & Treasurer of the State Bank of India, 
Calcutta. 

4. Shri S. C. Roy, 

Director, The National Rolling and Steel Ropes Ltd., 
Calcutta, 

5. Shri T. S, Ramaswami, Under Secretary, 

Ministry of Commerce & Industry, New Delhi— 
Me raber-Secre'ta ry, 
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Government also propose to appoint an Expert Advisor, 
having knowledge of the working of an Export Credit Guaran¬ 
tee Scheme in one of the foreign countries, to assist the Com¬ 
mittee. 


5. The Committee may co-opt. with the approval of 
the Government of India, such additional members as may be 
found to be necessary from time to time. 

6. The Committee is requested to undertake the neces¬ 
sary enquiries and to make its recommendations by 6th May, 
1956. 

7. The headquarters of the Committee will be at Delhi 
and it may visit sucn places as it may consider necessary for the 
purpose of this enquiry. 

8. The Government of India trust that firms. Chambers 
of Commerce and Associations, etc. will afford the Committee 
all the assistance that it may require and will comply with any 
request for information that may be made. 

Note :-(l) Mr. F. C. Mann. Midlands Manager, Export Credits Gua¬ 
rantee Department in the U. K., was appointed by the Government 
as an Expert Adviser to assist the Committee. 

(2) Sim S. S. T. Chari, Director, Best & Co. Ltd., Madras, was co-opted 
on 27th February, 1956, as a member with the approval of the 
Government. 

(3) The time for submitting the report was extended to 30th June, 1956 
by Government's Resolution No. EP|56 dated 17t’ April, 1956, 

5. The terms of reference required the Committee to examine 
the suggestions already made regarding the Scheme, but from the 
files made available to us, it was found that only 21 organisations 
and 18 persons, mostly members of the Export Advisory Council, 
had expressed their opinion. It was, therefore, felt necessary 
fully to understand the pattern of trade and the requirements of 
Indian exporters in the matter of export credit insurance before any 
recommendation could be made. With a view to eliciting informa¬ 
tion and views, it was considered essential that questionnaires 
should be prepared and. issued to exporters, to banks and to a large 
number of trade organisations. The first two.weeks were accord¬ 
ingly spent in preparing the questionnaires. 
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6. Method of inquiry —The first meeting of the Committed 
was inaugurated by Shri T. T, Krishnamachari, Minister of Com¬ 
merce and Industry, on the 23rd January, 1956. A few days later 
one questionnaire was issued to all export interests through 
Chambers of Commerce, trade associations and Export Promotion 
Councils. This questionnaire was also published in the Trade 
Notices issued by the Export Trade Controllers at the ports, the 
“Journal of Industry and Trade", and the 'Indian Trade Journal". 
At the same time, the Committee addressed a special questionnaire 
to all banks. A copy of these questionnaires will be found in 
Appendices II and III. A list of trade organisations, banks, and 
other bodies through whom tht main questionaire was distributed 
to individual exporters and who were themselves requested to 
submit memoranda on the various points raised by the questionnaire, 
will be found in Appendix IV. This Appendix also gives the 
names and addresses of organisations who sent memoranda and/or 
detailed replies to the questionnaire. 

7. The divergent views expressed by various interests on the 
draft scheme circulated by the Ministry last year showed that the 
trade had not fully appreciated the scope and the manner of opera¬ 
tion of the guarantee schemes in other countries and the beneiits 
that accrued to insured exporters. With a view to eliciting the 
fullest possible answers to the questionnaires, the Chairman, the 
Member-Secretary and the Adviser visited Bombay from the 9th 
to 16th February, 1956. In company with Mr. W.A. Foges, they met 
representatives of various Chambers of Commerce and exporters 
Associations. Export Promotion Councils and Bankers’ Associations 
at Bombay, and explained the implications of the various aspects of 
the guarantee schemes in operation in foreign countries. The com¬ 
mittee also held similar discussions with Government officials and 
export interests at Calcutta between the 20th and 23rd February, 
1956. More formal discussions were held at Calcutta between 21st 
and 24th March, 1956; at Madras on 9th to 12th April and 19th 
April, 1956; at Bangalore on 14th April, 1956; at Ernakulam (Cochin) 
on 16th, 17th and 18th April, 1956; at Bezwada on 20th April, 1956; 
again at Bombay on 4th May, 1956, and at New Delhi on 26th and 
27th April and 9th may, 1956. A list of organisations and indivi¬ 
duals who accepted invitations to meet the Committee as well a 
list of those who did not respond to the Committee’s invitation, will 
be found in Appendix V, 
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8. The Committee received 271 replies to the questionnaire 
issued to individual exporters. The poor response in spite of exten¬ 
sion of the time limit for submission of replies, may be attributed 
to an inadequate appreciation of the issues involved by the great 
majority of the exporters. However, a great deal of useful informa¬ 
tion has been supplied and a summary of the replies from individual 
exporters, is given in Appendix VI. Appendix IV (1) (a) gives the 
names and addresses of the exporters who have answered the 
questionnaire, 

9. The Committee received memoranda from 66 chambers of 
commerce and trade associations. A large number of organisations 
did not send their views, possibly because their members were not 
interested in export trade or because they had little to add to the 
replies submitted by their constituents directly to the Committee. 
In the discussions, held with the associations, several new points 
were made. A summary of the points raised by them in their 
memoranda as well as in oral evidence before us is contained in 
Appendix VII. 

10. A summary of the replies to the special questionnaire receiv¬ 
ed from banks, and of the discussions held with the Bankers’ As¬ 
sociations will be found in Appendix VIII. 

11. It came to the notice of the Government that the Annual 
General Meeting of the Union d’Assureurs pour le Controle des 
Credits Internationaux, Berne, an association of the Export Credit 
Guarantee Organisations in about a dozen countries was being held 
at Cannes from 13th to 18th May, 1956. As some of the items on 
the agenda of the meeting were of great importance to the Com¬ 
mittee, the Government deputed the Chairman of the Committee 
to attend the meeting as an Observer and if necessary, to visit the 
head offices of some of the European Organisations. During his 
stay at Cannes, the Chairman discussed important problems regar¬ 
ding export credit insurance with most of the members who attended 
the meeting; he also visited the head offices of the French, Nether¬ 
lands, German and Swiss organisations and discussed with their 
managements certain important aspects of the problems which the 
Committee had to consider and decide. The Chairman left for 
Europe on 10th May and returned to India on 1st June, 1956. 



CHAPTER II 

CASE FOR EXPORT CREDIT INSURANCE 

From the stage of production or manufacture of goods to the 
stage of marketing and receiving payment, every entrepreneur 
faces certain risks.: There are the risks of fire; riot, transport, theft, 
war damage, and finally loss due to inability to receive the sale 
ptice from the buyer for any reason. Every entrepreneur needs 
protection against such risks. It is possible for him to cover himself 
against risks of fire, riot, transport, theft, and if such a situation 
arises, war damage; but at present, an Indian entrepreneur has no 
means of covering his risks of losses inherent in the sale of goods on 
credit. 

2. Credit is the essence of economic development, the history 
of man's economic development is the history of credit. Modern 
economic civilization is largely based on the credit system. When 
goods are sold on credit and the buyer and the seller are in the same 
country, the main risk involved is that on the buyer, that is the 
refusal or inability of the buyer to pay for the goods purchased by 
him. But, if the buyer and the seller are in two different countries 
then apart from the risk on the buyer, there are other risks which 
are created by the political, financial and economic situation of the 
buyer's country. These risks have been described in detail in 
Chapter III. At the present time, credit in world trade is in greater 
demand than ever before; for, due to the efforts that have been and 
are being progressively made in various countries to develop and 
expand industries, competition has considerably increased in recent 
years. For most commodities, the seller’s market has given place to 
the buyer’s market. This is creating a demand for goods being sold 
on credit terms, i e., where payment is due to be made in the buyer’s 
country after shipment. If goods are sold on credit terms, there 
will be a need for protecting oneself against bad debts just as there 
is need for protecting oneself against fire, theft, loss in transit, etc. 

3. Protection against export risks is provided by export credit 
insurance schemes which are operating successfully in the following 
countries :— 

Austria, Belgium, Canada, Denmark, France, Western Germany, 
Holland Irish Republic, Italy, Japan, Norway, Spain, Sweden, 
Switzerland, and the U.K. 
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In Australia, the bill for setting up an export Payments 
Insurance Corporation has been passed by the Parliament. In addi¬ 
tion, new schemes are in course of preparation in South Africa, and 
the U.S.A,, and it is believed that other countries are also interested 
in the introduction of export credit insurance. These schemes 
(Summaries of some, of which will be found in Appendix IX) help 
the exporter in the following manner :— 

(a) By insuring against loss from export risks, the insured is 
enabled to sell on credit terms and thereby successfully 
compete with exporters from other countries, and increase 
his volume of business, 

(b) To the extent to which a risk is covered, credit insurance 
obviates the necessity for transfers to bad debt reserve, 
which are liable to income-tax. 

(c) Where goods are specially prepared for particular markets 
or buyers and cannot easily be sold elsewhere, Export 
Credit Guarantees insure the exporter against loss arising 
from frustration of the contract before the goods are deli¬ 
vered to the buyer. 

(d) Credit insurance assists in maintaining working capital 
intact in so far as it enables the exporter to recoup any 
losses arising out of any of the risks covered. Further¬ 
more, credit insurance, by reason of the increased security 
which it affords, enables the exporter to raise finance more 
readily than otherwise would be the case. Working capi¬ 
tal is an asset which is not insurable and therefore, cannot 
normally be used for raising finance. 

(e) The credit insurance organisation performs the important 

function of independently investigating and checking the 
credit standing of foreign buyers. Thus, the organisation 
is able to advise insured exporters about fixing the credit 
limits on their buyers (see Chapter III paragraphs 10 to 14) 

(f) A credit insurance organisation, being interested in credits 

granted all over the world, and having access to official 
sources of information, is in a better position to study the 
economic and political developments in foreign countries 



than an individual exporter and can advise him of likely 
dangers. Such advice is of special value when exporters 
are prospecting for business in countries of which they have 
little or no experience. 

4. It should be mentioned here that, where standard goods are 
sold on terms of confirmed irrevocable sight letters of credit, 
there are normally no post-shipment risks to insure and such con¬ 
tracts would be excluded from export credit policies. It has not 
been possible for the Committee to ascertain what Percentage of 
Indian exports is on the basis of letters of credit, though many 
widely differing estimates have been given to us, 

5. The question arises whether the Indian exporter needs 
credit insurance. Some exporters, particularly those who export 
jute fabrics, tea, minerals and cotton textiles have mentioned that 
they do not need any insurance facilities. This is because a large 
percentage of these goods is exported on a letter of credit basis. 
There is some evidence, however, to show that the strength of 
competition is beginning to force some extension of payment 
terms for these goods and that this tendency is likely to become 
more pronounced in the future. It has been admitted in the course 
of discussions with us by associations of jute manufacturers that, 
while the need for a scheme of this nature is not felt to be immedi¬ 
ate in their case, growing competition will eventually make 
them recognise its utility; in fact, one jute association requested 
that the scheme should be made compulsorily applicable to all jute 
exporters forthwith. The position regarding tea appears to be 
same. One of the tea associations has also urged that the scheme 
should be compulsorily applicable to all exports of tea. We are 
informed that in cotton textiles percentage of exports on terms 
other than letters of credit is steadily increasing. Exporters of silk, 
and rayon, engineering and plastic goods have represented to the 
Committee that there is an immediate need for export credit insur¬ 
ance and have urged that the scheme should be brought into force 
immediately. So far as other exports are concerned the position 
appears to be that the need for insurance is being felt to the 
extent to which goods are being exported on terms other than 
letter of credit. 

6. It has been brought to our notice that in one foreign market 
Indian goods are not being preferred because Indian exporters 
insist on letters of credit being opened. The buyers, therefore, buy 
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goods from other countries and deal with Indian exporters only if 
they find that, after allowing for the expense involved in opening 
the letters of cridit and the loss of interest, Indian goods are still 
cheaper than goods imported from other countries. By insisting on 
letters of credit in this market, Indian exporters are losing a con¬ 
siderable volume of business. It is likely that a similar situation 
obtains in other markets. The Indian exporter is either ignorant 
of the business lost or his insistence on letters of credit is due to 
facilities for covering himself against export risks not being 
available. 

7. Further, an important feature of the structure of India’s 
export trade is that the great majority of exporters consist of small 
and medium-sized firms which cannot command the same capital 
resources as the big and established exporters. The number of 
such small and medium-sized firms is increasing every day because 
of the greater freedom and greater facilities that have now been 
created due t(5 changes in the political, economic and industrial 
conditions in the country, Such firms need greater financial facili¬ 
ties to enable them to meet foreign competition. Their prospects 
of obtaining these facilities will improve if they can ofler their 
bankers additional security in the form of an export credit 
insurance policy. 

8. In most European countries including the U. K., the 
Government insurance organisations have introduced new types 
of policies for “ Dollar Drive ” exports and for the development 
of new markets for specialised products. Under these policies 
the insurers share with the exporters the risk that their 
expenditure in market surveys, advertising, holding of consignment 
stocks, and sales promotion campaigns, may not be recovered 
through increased sales over a specified period. This part of the 
scheme will be useful in the development of markets for Indian 
manufactures generally and handloom products artware, and 
numerous other cottage industry products particularly. 

9. The Second Five-year Plan emphasizes the need to increase 
earnings of foreign exchange, This objective can be largely 
achieved by developing exports. Various steps have been or are 
being taken by Government in this direction, but while we do not 
minimise the importance of such steps, they do not enable Indian 
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exporters to offer the same payment terms as their foreign 
competitors who are backed by export credit guarantee organi¬ 
sations in their own countries, 

10, In view of the following facts, viz., 

ia) demand for credit terms is being made for all exports and 
is likely to increase even for the exports of jute fabrics, 
tea, minerals, cotton textiles, 

(?>) more small and medium-sized firms are coming into the 
export business and this class of firms has a great need for 
insurance, 

(c) export credit insurance makes the export finance facilities 
more readily available, 

(d) the insurance helps the exporter to develop new markets. 

(e) competition from exp'orters from other countries having 
insurance facilities can be met if, other things being the 
same, Indian exporters are placed in a similar position as 
their competitors in regard to credit insurance, and 

(f) there is a pressing need to earn foreign exchange, we are of 

the opinion that an export credit insurance scheme is an 
important export promotion measure, and therefore re¬ 
commend that this scheme be started in India without 
delay. 



CHAPTER III 

EXPORTERS’ RISKS 


]. In this chapter we consider the nature of the risks to be 
covered by the Indian Export Insurance Organization, We are 
not concerned herewith the risks of fire, theft, or marine risks for 
which adequate cover is available from general insurance 
companies. 

2. In the case of every export there are some risks which are 
operative before the goods are shipped, and where goods are sold 
on credit, there are other risks which arise after shipment. The 
first are called pre-shipment risks, and the others post-shipment 
risks. Post-shipment risks become operative from the shipping stage 
and end when the payment has been received in the exporter’s 
country. Pre-shipment risks commence as soon as the exporter has 
committed himself to expenditure after the conclusion of the sales 
contract and end on the date of shipment, when the post¬ 
shipment risks commence, In this context, shipment means "the 
despatch of goods from India by any means of transport.” In the 
case of goods which can be sold without loss in the home market 
and or in various foreign markets, post-shipment risks are more 
important ; and in the case of goods which have been prepared for 
a particular buyer or for a particular market and the possibility of 
their sale in the home market or in other foreign markets is 
limited, pre-shipment risks are usually as important as post¬ 
shipment risks. 


Post-Shipment Risks 

3. The following risks become operative as soon as goods are 
shipped :— 

( a ) Diversion Risks .—Due to interruption or diversion of 
voyage outside the exporting country, the exporter may 
have to incur in respect of goods shipped from his country, 
additional handling, transport or insurance charges which 
it is impracticable to recover from the buyer. 
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(b) Import Control Risk. —The importer may have placed 
orders for goods but he may not hold a valid import 
licence when the goods arrive. He may not have been 
able to obtain the necessary licence or his licence may 
have been cancelled or may have expired and cannot be 
renewed. Even if there were no import restrictions when 
the order was placed, new import restrictions may have 
been imposed. 

(c) Repudiation Risk. —A solvent buyer may repudiate his 
contract, refuse to open a letter of credit or to accept 
goods. 

(d) Insolvency Risk. —The buyer may become insolvent. 

(e) Default Risk ,—The buyer may accept the goods on credit 
terms and on the due date refuse to make payment or may 
temporarily be unable to pay. 

[Both (d) and (e) together are called Commercial or Del Cre¬ 
dere Risks]. 

(f) War Risk .—War between the buyer's country and the 
exporter’s country may occur. 

(g) War and Civil War Risk .—There may occur war, 
hostilities, civil war, rebellion, revolution, insurrection or 
other disturbance in the 'buyer’s country or other 
countries through which the goods must pass, 

If any of the contingencies referred to in (f) and (g) occurs, 
the exporter may suffer losses because, 

(») he may be prevented from delivering goods ; or 

( H ) he may be prevented from removing his goods from a 
country involved in war ; or 

(Hi) the buyer may be prevented from making payment ; or 

(iv) the foreign bank to which the buyer has paid his debt 
may be prevented from remitting payment to the 
exporter, 

( h) Transfer Risk. —The operation of a law or . an order 
decree or regulation having the force of law, which in 
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circumstances outside the control of the exporter and of 
the buyer, may prevent, restrict or control the transfer 
of payments from the buyer’s country to the exporter’s 
country. 

(?) Exchange Fluctuation and Devaluation Risks ,—If the sale 
has been made in a currency other than that of the 
exporter’s country, the exporter may, apart from the 
blockage of funds, suffer loss because of— 

(i) fluctuations in tne currency ; or 

(ii ) the devaluation of the currency, 

(The first is Exchange Fluctuation Risk and the second is 
Devaluation Risk). 

(j) Omnibus Risk .—Any other cause not being within the 
control of the exporter or of the buyer which arises from 
events occurring outside the exporters’s country. (This 
may be called Omnibus Risk). 

Risks (a) and (b), and (f) to (j) are called Political Risks. 

4. Between the date the exporter has committed himself to 
expenditure and the date of shipment of goods, the contract may 
become frustrated and the exporter may suffer losses because of 
events happening either within or outside his country. If his 
contract does not become frustrated before shipment and he ships 
the goods, post-shipment risks will become operative. 


Pre-Shipment Risks 

5, The main pre-shipment risks which are beyond the 
exporter’s control and arise in his conntry are '■— 

(a) ban or restrictions on the import of raw material or semi¬ 
manufactured goods which may be necessary to manu¬ 
facture the goods to be exported ; 

(h) non-issue, non-renewal or cancellation of his export licence, 
or the imposition of fresh restrictions on the export of 
goods; 
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(c) increase in export duty or the imposition of a new export 
duty which, under the terms of contract, cannot be 
recovered from the foreign buyer ; 

( d ) non-availability of transport and or of berthing space for 
steamers ; 

(e) strikes ; 

(/) increase in the manufacturing costs which cannot be 
passed on to the buyer. 

6. Risks which arise because of events happening outside the 
exporter’s country and which make it impossible and/or in advis¬ 
able to export goods when ready for shipment are :— 

(a) repudiation of contract by a buyer (Repudiation Risk) : 

( b ) insolvency of the buyer (Insolvency Risk) ; 

(c) inability of the buyer to make payment due to imposition 
of restrictions on the transfer of funds (Transfer Risk) ; 

(d) expiry of the import licence against which the buyer had 
placed the order and its non-renewal ; or cancellation of 
his import licence or the imposition of fresh import 
restrictions ; (Import Control Risk) ; 

(e) war or civil war in the buyer’s country (War and Civil 
War Risks) ; 

if) any other cause not being within the control of the 
exporter or of the buyer which arises from events 
occurring outside the exporter’s country (Omnibus Risk). 

7. The risks described in paragraphs 3, 5 and 6 above, usually 
apply to normal export transactions. There are, however, certain 
types of transactions which may involve special risks. Such 
transactions are many, but we propose to confine ourselves to those 
which form part of the normal pattern of the Indian export trades 
or are likely to do so. 

(a) The exporter may have sold his goods on a “cost, insurance 
and freight” basis, and between the conclusion of the 
contract and the date of shipment the insurance and 
freight rates may go up. To the extent to which these 
rates way increase, the exporter suffers loss* (C.J.F, Risk), 
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(b) Goods may have been exported to an agent in a foreign 
country for sale in the local market there. If the said 
agent acts as a principal and is responsible for payment to 
the exporter in the currency of the exporter’s country, 
then the risks involved are the same as for a normal 
export. But if the agent holds a stock of goods for sale 
on the exporter’s behalf in local currency, then, apart 
from other risks, devaluation and exchange fluctuation 
risks are involved. Further, so long as these goods remain 
unsold, the following additional risks are involved on the 
goods themselves :— 

(0 war and civil war ; 

(it) requisition or confiscation of the goods by the Govern¬ 
ment ; 

(iii) prevention of re-export of the goods. 

(c) An exporter may export goods for exhibition at an 
overseas fair. The export may be preceded by a firm 
contract of sale in which case normal risks apply. Where 
there is no firm contract of sale, the goods may be sold 
either during or after the fair. The position of such 
goods is usually the same as that of sales from stocks 
overseas [see (b) above]. 

(d) There may be no exports of goods but monies may 
become due to a firm for technical or other services 
rendered to a principal in a foreign country, e.g. insurance 
premiums, royalty and copyright payments, auditors fees 
or services of constructional engineers. Such a transac¬ 
tion may be an individual one or there may be a series of 
transactions extending over a period. The risks of non¬ 
payment in these cases are similar to post-shipment risks. 

(e) When a Government decides to promote exports to a 
particular country for earning the currency of that 
country or for special considerations, exporters are 
encouraged to export goods to that country and the export 
credit guarantee organizations are expected or required to 
cover additional risks. Examples of these additional types 
of cover are :— 

(0 Credit limits on individual buyers may be required to 
be approved for amounts larger than would commercially 
be prudent. 
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(it) An exporter may incur heavy expenses for market 
surveys, stock-holdings, advertisement and other pro¬ 
motional schemes for the development of sales in a 
particular market. Insurance may be given against the 
risk that these expenses may not be fully recouped by 
the sales made in that country. 

8. The types and extent of risks covered by export credit 
guarantee organizations differ from country to country. Neverthe¬ 
less. the practice of all the countries conforms to two basic 
principles, viz., 

(a) Except in the case of some pre-shipment risks, only those 
risks are covered which arise out of events occurring 
outside the exporter's country. 

(b) Only those are covered which are outside the control of 
the exporter and, generally, of the buyer. Any risk 
which can be avoided by the exporter and/or the buyer 
should be excluded. 

All risks which contravene the above principles are generally 
excluded. Some risks may not be covered by an organisation 
because they are considered to be beyond its scope, or are covered 
by commercial insurers, or ate not operative in the country 
concerned. Some organizations cover some risks for exports to one 
country and may, for special reasons, refuse to cover those risks 
for export to the other countries. 


Recommendations 

9 We have carefully examined the requirements of Indian 
exporters regarding the risks to be covered in the light of the 

above stated principles and the practices of export credit 
insurance organizations operating in other countries and make the 
following recommendations : 

A— Post-Shipment Risks 


(a) Diversion risk should be covered ; 

( b ) Import control risk should be covered except where 
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(0 import or exchange licence is necessary but is not held 
by the buyer when the order is placed and he is unable 
to obtain it when goods arrive ; and 

(ii) import or exchange licence is cancelled for buyer’s fault. 

It is the duty of the buyers to obtain any necessary licence 
before placing a firm order, Similarly; the exporter 
ought to satify himself, before he ships the goods, that the 
buyer holds such authorities as are necessary to import 
and pay for the goods. No one can be permitted to take 
advantage of his own negligence. If the risk of the 
cancellation of licence due to the fault of the buyer is not 
excluded, the buyer can cover up his repudiation of 
contract by doing something which will necessarily lead 
to cancellation of his licence. 

(c) A buyer may repudiate his contract either when he finds 
that prices have gone down and his acceptance of goods 
will end in a likely loss or when the exporter has failed to 
supply goods of right quality, of contracted speci¬ 
fication and quantities, and similar other reasons. Repu¬ 
diation, therefore, arises either from the fault of the ex¬ 
porter or the buyer. It is obvious that this risk cannot be 
covered for insurance is based on the good faith of the 
parties concerned. Furthermore, if an attempt were 
made to insure exporters against the refusal of a solvent 
buyer to accept goods, some deterioration in the standards 
of export trade might result; for, if it became known 
overseas that an Indian Government Organization would 
compensate Indian exporters against the buyer’s refusal to 
take up goods, the normal good relations that exist bet¬ 
ween buyer and seller would be weakened, the number of 
repudiation cases would increase, cases of collusion between 
buyer and seller would occur and some exporters would 
be tempted to export shoddy goods. Exceptions may, 
however, be made in the following cases :— 

(i) When the buyer is a public body which either cancels 
the contract unilaterally or refuses So accept goods. In 
such a case, it may not be possible to take legal steps 
and even if it is possible to do so, it may be inadvisable, 

(ii) When the buyer repudiates the contract and is adjudged 
insolvent. 
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(Hi) Where a buyer repudiates the contract and the exporter 
takes legal steps, obtains a final judgment against the 
buyer and even by executing the decree he cannot 
receive the full price of the goods because the buyer 
has no assets from which recoveries can be made. This 
is covered by the definition of insolvency. 

In all such exceptional cases, the claims should become pay¬ 
able. 

(d) Insolvency and default risks should be covered and for 
this purpose a buyer may be deemed insolvent when— 

(i) he is declared bankrupt; or 

(ii) he has made a valid assignment, composition or other 

arrangement for fhe benefit of his creditors generally ; or 

(iii) a Receiver has been appointed to manage his estate; or 

If an incorporated body, 

(iv) an order has been made for compulsory winding up; or 

(v) an effective resolution has been passed for voluntary 
winding up provided that such resolution is not merely 
for the purpose of reconstruction or amalgamation; or 

(vi) an arrangement binding on all creditors has been sanction¬ 
ed by the court; or 

Whether incorporated or unincorporated 

(vii) Such conditions exist as are equivalent in effect to any of 
the foregoing conditions. 

This definition of insolvency is used by the U. K. and 
Canadian official organizations and is similar to the one 

used by the Hermes in Germany. 

(e) War and Civil War Risks should be covered. 

(f) Transfer risks should be covered. This risk, as defined in 

para 3, clause includes moratorium and freezing of debts 
imposed by the buyer’s Government. 

(g) Payment for goods can be due either in the currency of 

exporter’s country or that of the buyer’s country or in 
that of a third country, Where the payment is to be in 
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the curtency of the exporter’s country, exchange fluctuation 
and devaluation risks do not arise. The position, however, 
is different where sale is in a currency other than that of 
the exporter's country. From the discussions that we 
had with various interests, it appears that Indian exports 
are generally invoiced in Indian currency, sterling or U.S.A. 
Dollars. Sales in other currencies are very few. It is 
possible to provide against losses due to exchange fluctua¬ 
tions and even devaluation by forward purchase of the 
currencies concerned. There does not, therefore, appear 
to be any need fop an Indian Export Credit Organization 
to cover these risks, since such a course will lead to an 
encroachment on the functions of the bapks. We are, 
therefore, not in favour of covering these risks. 

In some countries, foreign exchange regulations require a 
customs clearance certificate to be produced before foreign 
exchange can be made available. If the sale is on the 
basis of cash against documents overseas, acceptance of 
a deposit in local currency may become necessary. We 
recommend that permission may be given to the exporter 
to accept such deposits provided the buyer gives an 
undertaking to 

(i) pay any additional amounts in the event of his country’s 

currency losing value in terms of the currency of the 
exporter’s country ; 

(ii) perform all necessary formalities to ensure that the value 

of the deposit is transferred to the exporter with the 
minimum of delay. 

(h) Omnibus risk should be covered. This risk as defined in 
para 3. clause (j) includes risks of port strikes overseas, 
dock clearance delays and natural catastrophes in the 
buyer’s country. This also includes the risk involved in 
the change in the standards of food and other products 
after goods have been shipped provided the goods at the 
time of shipment were of the standard then in force. 

B.— Pre-Shipment Risks : 

(a) The risks which arise in the exporter’s country prevent 
the exporter from either exporting goods or exporting 



them in time. As these risks are beyond the control of 
the exporter, he cannot normally be held liable for 
damages for breach of contract. It has, however, been 
represented to us that due to instability in the Govern¬ 
ment's export policy, non availability of transport and 
other circumstances, many sale contracts now provide, on 
the insistence of the buyers, for damages being paid by 
the exporters if goods are not supplied on or before the 
appointed date. Frequent changes in export duties parti¬ 
cularly in an upward direction have led to buyers insisting 
that sale contracts provide for this duty being payable by 
the exporters. It has further been represented that, if 
the Government’s action prevents the export of goods, 
sometimes the prices fall and exporters suffer loss on 
re-sale. A demand has been made that these risks should 
be covered. Frequent and sudden bans on exports, in¬ 
increases in export duties, nonavailability of wagons and 
shipping space and shortage of berths are among the serious 
problems which face Indian exporters. If these risks were 
covered, the exporters might, to some extent, minimise 
their losses but exports would not be promoted. Effective 
steps should be taken to solve these difficulties. It is not 
within our jurisdiction to make any recommendation in 
this connection. We have, however, to consider whether 
these risks should be covered. 

fb) We have carefully examined the position and our re¬ 
commendations are:— 

(i) No serious demand has been made for covering the risk 

of ban or restrictions on the import of raw material or 
semi-manufactured goods which may be necessary to 
manufacture the goods to be exported. ■ A need for 
covering this risk is, however, likely to arise when our 
existing industries expand or new industries are set up. 
The Indian organization may examine the position if the 
necessity arises and decide whether the conditions then 
prevalent justify the covering of this risk. 

(ii) Export restrictions are usually imposed when goods are 
in short supply and excessive exports create or are likely 
to create scarcity conditions in India. To cover the 



export control risk will lead to one Government organiz¬ 
ation suffering losses because of the action of the Govern¬ 
ment, We, however, find that the U. K, Export Credits 
Guarantee Department, Hermes in Germans’, and Co. 
F.A.C.E. in France are covering this risk. In view of 
the practice of the three leading Export Credit Guarantee 
organizations, we recommend that this risk should be 
covered. The following cases should, however, be 
excluded from cover: 

(a) where export licence is necessary but is not held by 
the exporter when the order is placed and he is unable 
to obtain a licence at a later date, and 

(b) where the export licence is cancelled on account of 
the fault of the exporter. 

(iii) Export duties are usually increased either to reduce 
exports or to mop up higher profits of the exporters. 
To cover this risk will, to some extent, frustrate the 
object of the Government action. We, therefore, cannot 
recommend the covering of this risk 

(iv) Non-availability of wagons, shipping space and shipping 
berths appear to be a usual feature of the export trade. 
If this is so, we are being asked to give insurance cover 
against a certain loss. Insurance is not feasible unless 
either the risk or the time of its happening is uncertain. 
Further, these risks vary considerably between different 
trades, ports of shipment and means of transport. There¬ 
fore, covering of these risks would necessitate assessment 
of premium rates for individual exporters, which would 
be an exceedingly difficult, if not an impossible, task. It 
is also doubtful if an adequate spread of risks would be 
available. At present, the exporter makes every effort 
to overcome difficulties by using alternative means of 
transport or by applying pressure to the carrier, but if 
these risks are insured, he may become lax. This may 
also result indirectly in the greater use of penalty and 
cancellation clauses in contracts which will be against 
the general interest of the export trade. Settlement of 
claims will present difficulties which it may not be 
possible to resolve. For these reasons, we cannot 
recommend the covering of this risk. 



(v) Covering risks of strikes in the exporter’s country will 
amount to the Government indemnifying one section of 
the community against the actions of another section. 
Further, it will be necessary to decide whether a strike 
is legal or otherwise, whether it was outside the control 
of the exporter and in some cases, whether it was justi¬ 
fied. It will, in a way, mean dealing with matters which 
are under the jurisdiction of another authority. In view 
of this, we do not recommend coverage of this risk. 

(vi) There is no demand for covering the risk of increase in 
the manufacturing costs. Even if there were a demand, 
this risk could not be covered because of the complexity 
of the problem and unsurmountable difficulties involved 
in the proper assessment of various factors which in¬ 
fluence the increase. We do not recommend its coverage. 

(c) The pre-shipment risks which arise in the buyer’s country 
have been enumerated in para 6. These risks should be 
covered except. 

(i) repudiation of contract by a private buyer, and 

(ii) cancellation or non-renewal of an import licence of the 
buyer for his fault. 

C, Risks of Special Transactions 

(i) C.I.F. risk should be covered. As such cases are not likely to 
be large, this risk may be covered by an endorsement on 
the standard policy; 

(ii) Risks of exports on consignment basis except those of de¬ 
valuation and exchange fluctuation should be covered ; 

(iii) Risks of goods sent for display in a foreign fair are similar 
to those for exports on consignment basis. These risks 
should be covered; 

(iv) Risks pertaining to non-receipt of money for services 
should be convered; 

(v) Non-recoupment of expenses incurred on market surveys, 
stock holdings, publicity and other promotional measures 
should be covered in special cases. 

10. The amount of credit which can be allowed to a buyer 
is dependent on the strength of his financial resources, and it is, 
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therefore, necessary for a credit insurance organization when 
covering the commercial risks to set limits on the amount of 
business which can be covered at any one time for an exporter on 
any of his buyers. The Indian organization, like some other 
organizations, should provide for two types of limits on each 
buyer: : 

(1) The Credit Limit which limits the insurer’s liability in 
respect of the value of shipments which have been 
delivered to the buyer on credit terms or placed at his 
disposal on cash against documents or equivalent terms: 

(2) The Contract (or Trading) Limit which limits the insurer’s 
maximum liability in respect of all goods in course of 
(manufacture and) shipment to the buyer at any one time, 

11. We recommend that the amount of the Credit Limit 
should be agreed by the insurer for each buyer on application by 
the exporter. Where, however, the exporter is shipping many 
small consignments to a large number of buyers, the Indian organi¬ 
zation should accept the usual pratice of allowing the exporter a 
discretionary (or ‘non-vetting’) limit within which he can ship to a 
buyer without reference to the insurer : provided that such amount 
does not at any one time exceed Rs, 4,000 in the case of credit 
transactions on Rs. 8,000 in the case of transactions on cash 
against documents or equivalent terms : Provided also that if a 
claim is made, the exporter can justify having granted the credit 
by producing either up-to-date status reports or evidence of 
satisfactory previous experience with the buyer within the two 
years preceding the policy. 

12. These limits determine the maximum claim, whatever 
the cause of loss, which an exporter would be entitled to make 
against the insurer in respect of any particular account except that 
amounts irrevocably deposited by the buyer should be exempted 
from the operation of the limits. 

13. We also recommend that in the case of shipment policies 
contract limits relating to goods, in course of shipment, be equal to 
twice the amount of the Credit Limit. Where, however, pre¬ 
shipment cover is given, the contract limit relating to goods in 
course of manufacture and shipment should be equal to four times 
the amount of the Credit Limit. 

14. The above limits should not, however, be regarded as 
inflexible. We realise that there may be cases justifying variations 
being made at the discretion of the organization. 



CHAPTER IV 

PERIOD FOR WHICH RISKS CAN BE COVERED 


The risks which have been described in the preceding 
chapter are normally insured by export credit organizations under 
one or the other of the following types of policies depending on 
the nature of the goods :— 

(a) Short-term policies are issued for raw materials, con¬ 
sumer goods and 1 small items of machinery which do not 
take more than twelve months to produce or manufacture 
and which are normally sold on terms of payment up to 
six'months from the date of shipment, 

(fc) Medium-term policies are issued to cover individual con¬ 
tracts of heavy capital plant and machinery which, on 
account of the size of individual orders and of the length 
of the manufacturing and/or credit periods, can only be 
insured under a separate policy. 

2. During the last few years a new development has been 
taking place. The payment terms for light capital goods and 
engineering products which, in the years immediately after the 
war, were normally sold on cash terms, have gradually been 
extended as a result of the demands of foreign buyers and the keen 
competition of manufacturers. Credit terms spread over two years 
from the date of shipment are not now unusual for this class of 
goods. A new technique is being evolved in the U. K. to cover 
transactions, where more than 6 months credit is given, by 
endorsing the exporter's normal short-term policy extending the 
period for which the risk is covered. This endorsement is called 
extended terms endorsement. 

The export credit organizations are generally agreed on the 
maximum payment terms which should normally be underwritten 
for various types of goods. In general, it may be said that small 
engines and machines should be sold on terms appropriate to 
normal consumer goods and cover should be given under the usual 
short-term policy. For light machinery, diesel engines, tractors, 
commercial vehicles, and 1 dther light capital goods, payment 
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terms spread over two years from the date of shipment (provided 
there is a substantial payment by the buyer before shipment) are 
permissible. These contracts should be covered undeh* an 
extended terms endorsement to a short-term policy. For heavier 
plant and major capital goods, payment terms extending from 
three to five years are not unusual, insurance being available under 
medium-term policies. The permissible payment terms depend on 
the following factors :— 

(a) the type of goods ; 

(f>) the size of the order; 

(c) the nature of the buyer (it is usual to approve longer terms 
to a public than a private buyer); 

(d) the country to which the goods are exported : 

(e) the work content of the goods ; (the higher the value of 
the raw material, the lower are the permissible payment 
terms). 

4. We recommend that the risks of Indian exporters should 
be covered for the following periods :— 

(a) Pre-shipment risks for a period of four months pre¬ 
ceding the date of shipment. 

(fc) Post-shipment risks—for exports of 

(t) raw materials—up to three months and in exceptional 
cases four months from the date of shipment. 

ut) consumer goods—up to six months from the date of 
shipment. 

(«i) light capital goods for productive purposes—up to two 
years from the date of shipment. 

«v) heavy capital goods—up to three years from the date of 
shipment. 

In exceptional cases an extension of these periods may be 
approved. 

(c) The risk for a credit period of more than six months 
should be covered only where 
(j) foreign competition warrants such a course, 



(ii) the type of goods and the nature of the order justify 
extended credit ; 

(in) a substantial payment has been received on or before 
shipment; and 

(iv) the work content is high. 

(i>) any necessary authority from the Reserve Bank of India 
has been obtained. 



CHAPTER V 

PERCENTAGES OF COVER 

Every businessman who sells goods on credit must be discrimi¬ 
nating in the selection of his buyers, refrain from over-trading with 
them and when the first sign of financial weakness is noticed he 
must pursue his debtors with appropriate vigour. Otherwise he 
is bound to suffer losses. If he is assured that any losses will be 
fully recouped, he may become less discriminating in the selection 
of his buyers and will be tempted to commence over-trading and to 
be lax in pursuing his debtors. In the initial stages of the develop¬ 
ment of the export credit insurance business, the practice was to 
cover the whole of the loss. This naturally led to serious losses to 
the pioneers. Now, no organisation commits this mistake. All 
the organisations require the exporter to be a co-sharer in the risk 
and carry a part of the risk himself. 

2. The use of this device of co-insurance which originally was 
used for making the exporter more cautious, is now being extended 
by some bf the organizations to control and reduce losses in bad 
markets. By reducing the percentage of cover, an organization can 
limit its liabilities in bad markets and discourage business with 
those markets without unduly raising the premium rates. Varia¬ 
tions in the percentages guaranteed, however, sometimes reduce 
the value of the policy for finance purposes. 

3. We summarise below the extent of cover normally offered 
by various foreign credit insurance organizations, based on available 
information. It may be pointed out that the maximum limits 
mentioned do not bind the organizations to give cover to that 
extent. The organizations reserve to themselves the right to offer 
cover to a lesser extent in cases where they consider it necessary. 
The picture as given bellow cannot be considered as representing 
the exact position because the terminology used by various orga¬ 
nizations may not necessarily mean the same thing. 

(a) TheU.K, Department for political risks, the French 
Administration in the case of medium-term policies, and 
Hermes in Germany regarding conversion and transfer 
risks, give cover up to a maximum of 90 per cent, of invoice 
value. 
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(b) Hermes in Germany for political and pre-shipment risks; 
the Canadian Corporation in the case of all normal risks ; 
the Belgian Administration regarding political risks of 
private buyer; the U. K. Department regarding com¬ 
mercial risks ; and the Danish Administration for transfer 
risks-give cover up to 85 per cent, of invoice value. 

(c) The Swiss cover up to 80 per cent of the cost. The 
Austrian Administration for all normal risks, the Belgian, 
Administration regarding the commercial and political 
risks of public buyers, and the French Administration 
regarding short—term policies—give cover upto 80 per 
cent of the invoice value. 

(d) Hermes in Germany and the Danish State organisation for 
commercial risks cover up to a maximum of 75 per cent. 
The Swedish Administration covers all risks upto a maxi¬ 
mum of 75 per cent, with the stipulation that a first loss of 
atleast 10 to 15 per cent is to be borne by the exporter. 

(el In “Dollar Drive” and similar policies, cover is given only 
up to 50 per cent, of the un-recouped expenses. 

4. The available information indicates that, except in the 
case of special policies, the minimum cover is 60 per cent, and the 
maximum 90 per cent. In other words, the exporter is normally 
required to carry 10 to 40 per cent of the risk himself. It is 
obvious that the cover must be at least 60 per cent of the risk, 
because otherwise it will not be worth the exporter’s while to insure, 
and bank finance may not be forth-coming. 

5. We have carefully considered this question. The premium 
rates as discussed elsewhere are to be fixed on certain presumptions 
and they may or may not prove to be adequate. If the premium 
rates turn out to be inadequate and a high percentage of loss is 
covered, there is a danger that a great financial strain will be 
thrown on the Indian organization. We, therefore, recommend that 
the Indian organisation should give cover for 

(a) commercial risks up to 80 per cent; 

(b) political risks up to 85 per cent; 

(c) promotional policies, equal to 50 per cent of the unrecoup- 
ed expenses. 



After the Organisation has gained sufficient experience and 
premium rates have been found to be adequate, the Indian Organisa¬ 
tion may increase the percentages to 85% and 90% for the com¬ 
mercial and political risks respectively. Discrimination between 
the political and commercial risks is being made because com¬ 
mercial risks to some extent are within the discretion of the 
exporter and further it is necessary to ensure that the exporter 
takes all necessary steps to effect recoveries. These percentages 
except in the case of (c) are of the value of an invoice. 



CHAPTER VI 

BUYERS' RISKS 


The note on export credit guarantee scheme circulated by the 
Ministry of Commerce and Industry in May. 1955* mentioned 
that one of the objects of the scheme would be “to remove the 
importer’s fear in regard to the fulfilment of contractual obligation 
by the Indian exporter/ It also said : “As far as exports from 
India are concerned, we often find that there are instances of non- 
fulfilment of contracts, failure to supply the goods according to 
sample, short delivery, non-conformity with specifications, inade¬ 
quate packings, etc. It may, therefore, be necessary to extend the 
scope of the Guarantee Scheme and provide for insuring the 
foreign importers against failure on the part of the Indian exporters 
to fulfil the terms of the contract.” Accordingly it was suggested 
that, “in the scheme to be adopted in India, provision can be made 
for guarantees to be issued to compensate any foreign importer, 
where he has been able to establish a legitimate claim against an 
Inian exporter.” 

2 Exporting interests have practically unanimously opposed 
the idea of covering the buyer’s risks. We do not propose to 
deal with this question as it is not within the terms of reference of 
this Committee. 


•See Appendix I, 



CHAPTER VII 


EXPORT FINANCE 

The question of export finance is closely interlinked with 
export credit guarantees. A credit insurance policy frees export 
transactions from most of the serious risks to which uninsured 
transactions are exposed. For this reason banks usually regard such 
policies as strengthening the security. The insured exporter is 
thus enabled to obtain finance more readily and often at a lower 
cost than he could otherwise do, and can, therefore, use his capital 
resources to greater advantage and increase his turnover. Further¬ 
more, with the support of the bank finance which a credit insurance 
policy makes possible, he is enabled to offer his customers more 
favourable credit terms and so meet the competition of suppliers 
from other countries. 

2. It should, however, be pointed out that extended payment 
terms should not unnecessarily be encouraged for they are to the 
detriment of the individual exporter and of the Indian economy as a 
whole, being tantamount to the giving of a loan to a buyer in a 
foreign country. However, the demands of foreign buyers and the 
strength of competition between foreign suppliers (many of whom 
are backed by Export Credit Insurance Schemes in their own 
countries) have led to the extention of credit terms for many 
commodities of the export trade, and it will not be possible for 
many Indian exporters to compete unless they are able to offer 
facilities at least comparable to those offered by their competitors 
in other countries. The formation of an export credit guarantee 
organization and the co-operation of bankers in India would assist 
Indian exporters to meet the growing competition from other 
countries. 

3. To enchance the value of the policies to banks, provision is 
usually made to allow exporters to assign to their banks the benefits 
of their export credit policies. In the U.K an exporter can assign 
to his bank payments which may become due in respect of :— 

(a) individual bills ; 

(b) exports to one country ; 

(c) the whole policy. 
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The letter of assignment signed by the exporter is an authority 
to the insurer to pay direct to the bank any monies that may 
become payable under the policy and to accept the banks’ receipt 
in full discharge. This authority is irrevocable without the consent 
of the bank concerned. This arrangement is normally considered 
by banks as being a very satisfactory form of security. 

4. In certain circumstances, the security offered by an exporter 
in the form of export bills or otherwise may not, even with the 
assignment of a credit insurance policy to a bank, be regarded by the 
bank as adequate cover. In such cases some export credit insurance 
organisations issue policies direct to the exporter’s bank, uncon¬ 
ditionally guaranteeing payments by the overseas buyer. In the 
U. K. these policies to banks are issued only in respect of large and 
important contracts and may be of two types ;— 

fa) Where the contract between the exporter and buyer is on 
extended payment terms, and a cash advance facility is 
afforded by the bank to the exporter without recourse, -the 
U.K. Department gives the bank an unconditional guarantee 
that, if the buyer fails to pay, for goods accepted by him, 
the Department will pay the bank 85% of the debt 3 months 
after the due date. The Department retains recourse to 
the exporter in case it has to pay a claim to the bank in 
circumstances which would not ne covered by its standard 
policy. 

(b) Where the contract between the exporter and the buyer 
is on cash terms, the buyer may enter into an agreement 
with a U.K. bank for an overdraft facility from the U.K. 
bank whereby the bank pays the exporter on the due date 
under the contract and receives payment from the buyer 
at the end of an agreed period. The Department 
guarantees the payment under the agreement, but in this 
case no recourse to the exporter is necessary. 

5. In Norway, Statens Eksport Kreditt Kommisjon gives 
guarantees to Norwegian banks in respect of their advances to 
exporters for completion of exports provided security is given .in 
the form of a claim on, or guarantee by, a foreign Government or 
National Bank or other security approved by the Norwegian 
Ministry of Commerce. For such guarantees the Kommisjon may 
stipulate recourse to the exporter for the whole or part of any 
amount they may have to pay out as a claim. Under Japanese 
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Exports Insurance Law the Government can guarantee to the banks 
loans on bills or discounts of such bills in respect of goods exported 
and in favour of the exporters, under which Government under¬ 
takes to compensate the banks for the loans which are not repaid 
or bills which are dishonoured where the exporters have been 
prevented from exporting or failed to collect the proceeds of such 
goods if exported. Financial guarantees to banks with no risk to 
them, but where necessary, with full recourse to the exporter are 
available in Sweden and Denmark, 

6. In cases where there may be difficulty in providing export 
finance especially for medium-term contracts, a special credit fund 
for financing insured bills may be set up. In Germany, a bank can 
get financial aid from Ausfuhr Kredit A.G. on its own and the 
exporter's security provided there is the additional security of 
export credit guarantee. 

Oosteireichesche Kontroll bank A.G. of Austria guarantees an 
accepted bill of exchange to enable the exporter to discount it with 
his bankers. Such bills are rediscountable with the National Bank. 
This guarantee is without recourse to the exporter provided the 
payment is not refused because of a fault on his part. 

In the U.K., finance is normally obtained from private banks 
but the Export Credits Guarantee Department has authority from 
Parliament to purchase with monies borrowed from the Consolidat¬ 
ed Fund any securities (bonds, stocks, shares, bills and promissory 
notes) which it has itself guaranteed. This authority has in fact 
only been exercised to finance a small number of credit agreements 
under which the promissory notes of foreign Governments are 
purchased to enable them to buy U K. goods on extended credit 
terms. The authority, however, could be employed for the 
provision of finance to exporters or banks against securities guaran¬ 
teed under the normal policies of the Export Credits Guarantee 
Department, 

7. It has been represented to us by banks in India that they 
are already finding difficulty in meeting demands for export 
finance and that, with a greater emphasis on exports for earning 
foreign exchange, Indian banks may not be able to meet the 
demands for additional finance which the conditions of international 
trade ace likely to create. It his been suggested to us that 
arrangemets might be made to enable the banks to rediscount 
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with the Reserve Bank of India, or with a special agency to be set 
up for the purpose, exporters' bills which were covered by a policy 
of the Indian export credit insurance organisation. 

8. We recommend that the Indian Export Credit Insurance 
Organisation should:— 

(i) provide by its regulations for the registration of assignments 

made by Exporters to their Banks, 

(ii) have the authority in contracts of national importance to 

(a) provide in the case of approved parties financial 
guarantees to banks and others with no risk to them but 
with recourse to the exporter where necessary in 
connection with export of goods to the extent of 80% 
of the bills provided a policy to cover both the 
commercial and political risks has been taken out and 
assigned to the organization, 

(b) provide, where necessary as agents of the Government 
financial help for the purchase of Indian exports on 
extended payment terms. 

9. We do not think it advisable that the Indian organization 
should normally discount or rediscount insured bills so long as such 
facilities are available from other organizations, unless the 
Government specially instructs it to do so, 



CHAPTER VIII 

SPLIT OF RISKS 


In the course of out discussions with trade and industry the 
suggestion has been made by a few organisations that choice 
should be given to an exporter to select one or more of his risks 
for insurance. Basically this suggestion is in accordance with the 
normal insurance practice, but so far as an Export Credit 
Guarantee Organisation is concerned, there are several practical 
complications which make it extremely difficult if not impossible 
to give such a wide choice. 

2. The practice of other credit insurers in respect of this split 
of risks for short-term business is as follows 

(a) U. K. <& Canada. —The Government organisations in these 
countries insist that exporters must insure all risks under 
one policy. The exporters cannot select their risks for 
insurance. But the insurer would exclude commercial risks 
on contracts with buyers in whose business the exporter 
has a substantial financial interest. Exporters who wish to 
insure commercial risks only can do so through private 
insurers. 

(i») France— Co. F, A. C. E. covers commercial risks on its 
own account and political risks on behalf of the State. 
It is open to on exporter to cover only commercial risks 
but if he wants to cover the political risks, he must also 
cover commercial risks. 

(c) West Germany -Transfer risks can be insured separately 
but otherwise separate cover cannot be given for 
commercial and political risks, 

(d) Netherlands, Denmark and Sweden —Separate policies 
are issued for commercial and transfer risks. An exporter 
can take either the one or the other or both. 

(e) Belgium, Switzerland and Italy —State organisations cover 
only political risks. An exporter can cover commercial 
risks with a private insurer. 
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3. It will be seen from the above that the practice obtaining 
in the matter of giving commercial and political risks is not uniform. 
In most countries exporters are free to cover only the commercial 
risk without having also to cover the political risks. While in 
some countries exporters are free to cover only the political risks. 
While in some countries exporters are free to cover only the 
political risks, in some other countries, they must at the same time 
cover commercial risks also. 

4. We believe the ideal policy for an exporter is that which 
covers both the commercial and political risks together because 
every insurable risk which can cause loss will be provided for. The 
exporter receives the widest cover at the lowest comparative cost 
and can in all events look forward to the insurer meeting his losses. 
No complications can arise in the matter of settlement of a claim 
when more than one event occurs and each one can be interpreted 
as having contributed to the loss. 

5. Losses are often due to a combination of risks and in many 
cases it may not be easy to decide whether a particular loss is due 
to one cause or another. To avoid any misunderstandings due to 
such a combination, the insurer who covers political risks only 
has to impose conditions which further narrow down the risks which 
are covered, e.g„ where commercial risks are excluded, the U, K. 
and Canadian organisations cease to be under risk 30 days after 
the due date if the sale was on credit terms and payment is not 
made by the buyer in the meantime. This is so because, if the pay¬ 
ment is not so made on due date, default risk becomes operative. 
Sometimes, loss by a political event occurs and is aggravated by 
a commercial cause, e. g , if transfer difficulties occur and the foreign 
Government seeks to resolve its problems by devaluing its currency. 
Some buyers may be unable to meet their obligations to make up 
the value of deposits they have made in favour of the exporters so 
as to maintain their value in terms of foreign currencies. In such 
a case, the Belgian Organisation which covers tranfer risk will, 
if devaluation has taken place before payment, pay an amount in 
Belgian currency equal to what the payment in local currency will 
buy and, if the devaluation takes place after the claim has been 
paid and the buyer cannot pay an additional amount to make up 
the shortfall, it recovers the same amount from the exporter. The 
Danish organisation, however, once the claim has been paid accepts 
the loss equal to the shortfall. 
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6. If, however, the demand of the Indian trade associations is 
not met and even a limited choice of risks to be insured is not 
permitted as an experimental measure in the initial stages, it may 
not be easy for a new Indian organisation working on a voluntary 
basis to attract sufficient business to become self-supporting on a 
reasonably low level of premium rates. A concession to the re¬ 
presentations made by trade interests will help development and be 
a useful selling point. Apart from this, a few other advantages 
will accrue to the Indian organisation if a limited split of risks is 
allowed. They are :— 

(a) There would be some administrative advantages to the 
Organisation initially if it carries only a limited amount of 
‘‘commercial” business. The task of gathering together 
and keeping up-to-date a library of status information on 
every foreign buyer of Indian goods as also the training cf 
underwriting staff can be spread over a longer period. 

(b) When the premium schedule to cover non-commercial 
risks has been prepared after taking into consideration the 
diverse factors discussed in Chapter XI, the application of 
the schedule will be a matter of routine. This will not be 
so in respect of commercial risks where the credit-worthi- 
ness of buyers must be under-written individually, 

7. Our fear that a split of risks may entail a comparatively 
heavier financial strain has to a large extent, been set at rest by the 
information that has been made available to us regarding the ex¬ 
perience of those organisations which cover transfer or political 
risks without necessarily covering commercial risks. We are in¬ 
formed that their experience has not been unsatisf acotory. One of 
these organisations is. however, considering the desirability of taking 
some steps to get a greater spread of risks, which at present is not 
available to it because the exporters can choose the shipments they 
will insure. 

8 Taking into consideration the above, and the nature of 
India’s export trade, we have come to the conclusion that a limited 
split of risks should be allowed and separate policies made avail¬ 
able in respect of¬ 
fal commercial and political risks together, 

(b) the following political ««ks together. 



(i) Import Control risk, 

(iO Diversion risk, if under the sale agreement the charges for 
diversion have to be borne by the exporter, 

(iii) Non-payment due to moratorium or freezing of commer¬ 

cial debts by an order, decree, or law of the Government 
of the buyer’s country. 

(iv) Non-transfer provided that the payment has been made 
within 30 days of the due date. In case devaluation 
takes places before a claim is paid, the amount to be 
paid in Indian currency by the insurer to the insured 
should be based on the devalued rate. After a claim is 
paid the recoveries should be shared by the insured and 
the insurer. This will be applicable also in case of any 
change in the value of the currency- 

(v) C. I. F. risk. 

(vi) Risk of change in the standard imposed in the buyer’s 
country on the import of food and other products after 
goods have been shipped. 

(vii) War between the buyer’s country and the exporter’s 
country before expiry of 30 days of due date. 

Note :—some of the political risks have been excluded to avoid 
complications arising due to more than one cause 
supervening. 

9. The above risks apply to private buyers and where an 
exporter enters into contracts with public buyers, either of the 
proposed policies should be endorsed to cover all political risks on 
such contracts, including default and repudiation of the contracts. 



CHAPTER IX 

SPREAD OF RISKS. 


It is a cardinal principle of insurance that risks must be well 
spread. Any insurance organization would be in a precarious 
position if it accepted any abnormal risk which did not give it the 
benefit of the basic principle of insurance, viz., the law of averages. 
Fortunately for them, most commercial insurance organizations do 
not need to concern themselves very much about this problem. A 
life insurance company, for example, has a spread of risk which can 
be measured by the number of lives it has insured ; it normally 
accepts insurance from different races, towns and sometimes 
countries so that no single catastrophe can cause a serious strain on 
its resources ; and if an exceptionally large risk is to be insured the 
insurer can usually protect himself by reinsurance. An export 
credit insurance organisation, however, stands on a different footing. 
Its spread of risks is very limited because the same risks are covered 
by many of its policyholders and no facilities for reinsurance of 
political risks are possible. 

2. As far as commercial risks are concerned, the experience of 
export credit insurance organizations shows that many shipments 
are made by different exporters to the same buyer. It might be 
thought that a credit insurance organization carried as many 
risks as the number of buyers whose payments it had guaranteed- 
But it should be remembered that conditions in a particular trade 
or a particular country can force the insolvency or default of a 
large number of buyers at the same time ; to this extent, the spread 
commercial risks is limited by the amount of business offered to the 
credit insurer in different trades and in different countries. 

3. In regard to political risks, it is clear that most of these 
risks relate to the country of the buyer, and, therefore, the spread 
of risks is in proportion to the amounts insured for the various 
foreign countries. In this respect, the credit insurer is in the same 
position as would be a life insurance company that had issued a 
large number of policies covering only a few lives. 

4. It is essential that an export credit insurance organization 
ihould have as wide a spread of risk by countries, by trades, by 
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buyers, and over time, as possible, in order to ensure that it opera¬ 
tes on a sound basis and that no single event, (such as might involve 
claims on all insured shipments to a particular country) may result 
in serious loss. Some organizations achieve this object by insisting 
that wherever possible each exporter insures with them the whole 
(or at least a reasonable spread) of his export risks. As premium 
rates for each country are based on the estimated risks of trading 
with that country, the exporter pays a low premium rate for the 
good countries and a somewhat higher rate for doubtful countries ; 
he is generally able to exclude sales covered by pre-payments or 
confirmed irrevocable letters of credit and sales to associated 
companies. Thus the insurance organization has the benefit of 
spread of risk which enables it to quote relatively low premium 
rates and to give a more flexible and continuous cover to exporters. 

5. The opinion has been expressed by various chambers of 
commerce and other exporting interests that individual exporters 
should be permitted to insure with the proposed Indian export 
credit organization their accounts with particular buyers or wirh 
particular countries: If this were permitted, it is reasonable to 
assume that only the exports to doubtful buyers or to those countr¬ 
ies that present the most serious risks to the exporter would be 
offered for insurance. Experience in other countries has shown that 
any credit insurance organization that set out to work on such a 
basis of specific underwriting had to be extremely selective in the 
risks it insured, impose very careful safeguards on the operation 
and control of each contract, restrict the amount of cover and 
charge a high premium rate. Even so, the majority of its liabilities 
are likely to be spread over a few hazardous markets and buyers. 

6. If the Indian organization has to achieve its object of 
helping the exporters to increase their turnover, its premium rates 
should be as low as possible. These rates can be low only, if in 
its working, the organization has the benefit of the law of averages. 
This benefit cannot and will not accrue if the exporters are given 
the option of choosing the transactions they will insure. We are 
of the opinion that the Indian organization should take advantage 
of the experience gained by other organizations in this respect and 
generally follow their practice of requiring wherever possible every 
exporter to insure all his exports of the trade in a year. In other 
words, all exports to all countries in a period of twelve months 
from the date of insurance should be required to be covered. We 
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are recommending a period of twelve months to enable the 
insurance organization to have a spread of risk over time also. A 
period longer than twelve months is likely to be less acceptable to 
exporters and a period less than this will deprive the organization 
of a sufficient spread. In special cases, however, an exporter may be 
permitted to exclude his exports to any one or more countries, or 
to any one or more buyers, provided, in the opinion of the organi¬ 
zation, what is left after this exclusion is a proper spread of risks 
and provided also the exporter agrees to pay an additional 
premium. These recommendations equally apply where only 
political risks are covered. 

7. The Committee have reviewed very carefully the evidence 
on a vital issue with which they were faced, namely, whether it 
was desirable to introduce any element of compulsion. The 
evidence has been far from uniform and it is difficult to indicate 
what weight is to be attached to the views of various trade interests 
which have suggested a limited element of compulsion. Our broad 
impression, however, is that the business community as a whole 
does not welcome compulsion in any form and that, where an 
element of compulsion has been suggested, it has been because of la 
fear, for the most part not substantiated, that a particular exporter 
might be handicapped if his competitors did not insure to the same 
extent. 

8. Opinion as to the extent to which compulsion can be 
employed has varied. The Federation of Indian Chambers of 
Commerce and Industry and some other associations have suggested 
that compulsion be applied to certain selected semi-capital and 
durable consumer goods such as the following ;— 

Agricultural implements, electrical transformers, diesel engines, 
fans, bicycles, and sewing machines. 

It will be seen that these goods form a very small part of our 
export trade at the moment, In the calender year 1955, exports of 
engineering products were of the order of only 4 crores of rupees 
out of a total export of about Rs. 600 crores. Some of these 
exports—we have not been able to ascertain how much—were 
covered by letters of credit. It may be that in all these industries 
the total volume of business which could be obtained if compulsion 
were applied would be about Rs, 2 crores at present. Thus this 
proposal would have an insignificant impact on the volume of 
insured business. 
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9. Similarly, certain other associations, notably the Calcutta 
Tea Merchants’ Association and the Calcutta Gunny Trades’ 
Association have asked that an element of compulsion should be 
introduced in the tea and jute trades, respectively, The volume of 
export business which the members of these associations handle is 
small as compared with the business handled by the members of 
other associations who are opposed to any form of compulsion. 

10. The problem of tea and jute is somewhat different from 
that of the engineering industry in that in both these cases exports 
are vary large. The evidence that we have received however 
indicates that, in the case of tea, either direct consignments or 
latters of credit obtain over 90 per cent of the field. Thus, only 
about ten per cent of tea exports would be avilable for insurance. 
In jute, the figure might be even less. 

11. Our committee has carefully considered the advantages of 
a voluntary as compared with a compulsory scheme and is disposed 
to think that the advantages of compulsion are illusory. In view of 
the fact that the advantages of compulsion are limited, both by the 
small are a over which it might be expected to operate and the 
extent of opposition to compulsion which has been stressed in 
evidence by important associations as well as by a large number of 
exporters, it would be inexpedient to depart from the general 
principle of voluntary credit insurance. 

12. We have arrived at this conclusion also because of the need 
to enlist the cooperation of potential clients. There has been some 
suspicion in these circles that our Committee was designed to force 
an unacceptable compulsory scheme upon exporters. A great deal 
of our work was intended to remove this apprehension and to 
assure those who presented evidence that no pre-conceived notion 
in this matter existed. Nevertheless, in dispelling these doubts; 
we ourselves were left? in no uncertainty that a strong feeling 
prevails in most sections of the business community that, if an 
element of compulsion were introduced, the psychological effect 
would be unwholesome. Both to secure cooperation for the new 
organization and to reassure the business community, it would be 
desirable to accept the widespread view that as a general principle 
compulsion should be avoided. 

13. We attach the most vital importance to cooperation of 
the exoortino an 4 1,; «d interests. It has been made clear by the 
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experience of all credit insurance organizations that, unless the 
cooperation of private interests and particularly banks is obtained, 
it would be quite impossible for an organization of this kind to 
develop its business or to acquire the necessary information on the 
status cf foreign buyers without which a scheme of this kind 
cannot be worked successfully. If this cooperation could be 
enhanced by a voluntary scheme, that would be adequate compen¬ 
sation in our opinion, for any loss in coverage that might result from 
the rejection of compulsion. 

14. With a view to making our scheme more attractive to 
potential clients of the organization, we consider it advisable to 
avoid any element of rigidity even to the extent that obtains in the 
United Kingdom at the present time in the condition that an 
exporter shall normally insure all types of goods that he exports. 
We have suggested separately that political risks should be 
separated from commercial risks, and we now advocate that, when 
an exporter has many lines of business, he should be free to insure 
only a particular line of business, meaning a substantial group of 
exports which might come under a single reasonable category. 

15. The degree of freedom which can be allowed in this case 
cannot be described in general terms, and the management of the 
organisation must have full discretion in determining whether or 
not the wide degree of liberty we suggest is feasible in particular 
cases, and is one which contributes to the popularity of our scheme, 
We consider that the premium rates should be assessed from the 
outset at the level which it is expected will prove to be economic 
on the basis of the business anticipated after five years, by which 
time the organization is expected to have established itself and to 
be insuring a reasonable level of Indian exports. Some loss may 
accrue as a result of this arrangement but it is to be remembered 
that it is designed as a selling point and is, therefore, to some 
extent a substitute for higher sales expenditure. We would, there¬ 
fore, stress the point that patience will be needed in the first few 
years. 

16. We have indicated elsewhere that we envisage at the end 
of five years about 8 to 9 per cent of our export trade will be insured 
in this manner, but we would consider in view of the slow progress 
in other countries that this is an upper limit of what is likely to 
take place. It is to be remembered that the first two or three years 
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will be spent in building a stable organization, and apart from the 
volume of business, difficulties will be incurred in finding suitable 
personnel and in training staff to the necessary administrative 
standards. In any case, it would be wise even while fixing premium 
rates on the basis of business expected at the end of five years to 
recognize that the period of stabilization of an organization of this 
kind cannot normally take place within this period. It is likely 
that a period of not much less than ten years will be needed. It is 
only at the end of that period, we recommend, that a thorough 
review of all the circumstances then prevailing be undertaken. 

17. Although we are satisfied that the scheme in principle 
should be a voluntary one, we cannot entirely overlook the views 
expressed in oral evidence by 16 trade associations (including the 
Federation of Indian Chambers of Commerce and Industry and the 
Indian Merchants Chamber, Bombay) that the scheme should have 
provision in various degrees for an element of compulsion in 
particular trades. It appears that in most cases these representa¬ 
tions have been made because the exporters concerned were 
anxious to obtain the benefits of inurance but feared that their 
competitive capacity would be impaired if other members of their 
trade were not also insured. While we do not subscribe to this 
view this outlook may, in the initial stages reduce the amount of 
business which might otherwise be placed with the insurance 
organization. We, therefore, recommend that if. after the facilities 
of the orgnization have been available for a reasonable period, a 
request is made by the great majority of any particular trade 
(measured both by the number of exporters and the value of the 
goods exported) that all exports of the trade not on a letter of/credit 
basis should be covered by the scheme, their request should be 
examined by the management of the insurance organization ; and, if 
it is acceptable to them, they should recommend it to Government. 
In such cases, it should be possible for the organization to give to 
all exporters of the trade concerned a rebate in the premium rates 
of 15 to 25% dependent on the additional spread of risks obtained. 
Similar arrangements might be made, should the Government be 
satisfied that the uje of credit insurance by all exporters of a 
particular commodity is in the interests of the export trade as a 
whole and of the individual trade concerned. 



CHAPTER X 


HOW AND WHEN CLAIMS SHOULD BECOME PAYABLE 


We have learnt from our inquiries that the majority of Indian 
exports are invoiced in Indian rupees, in sterling or in U. S. 
dollars. Some goods, particularly those to continental Europe, are 
invoiced in other currencies but these represent only a small 
proportion of the total value of Indian exports. 

2. It is therefore necessary to consider the arrangements 
which an Indian export credit organization should make when 
covering goods sold in foreign currencies. The normal insurance 
practice is that claims are payable in the same currency in which 
the premiums are paid- As all the insurances for export credits 
will be taken in India, the premiums will be payable in rupees 
and, therefore, it follows that claims should also be payable in 
Indian currency. 

3. As rates of exchange between the Indian rupee and most 
other currencies fluctuate from day to day, it will be necessary to 
state in the policy the rate of exchange which will be adopted for 
the calculation of claims in respect of goods invoiced in foreign 
currencies. The usual practice of other organizations is that, 
where pre-shipment risks have been covered, the claim is payable 
at the rate of exchange effective on the date of contract ; and, 
where only post-shipment risks have been covered, the claim is 
payable at the rate ruling on the date of shipment. We consider 
that the Indian organization should follow the same practice, 

4. The date on which claims are normally payable under 
exprot credit Policies varies according to the risk concerned :— 

(a) claims under the insolvency risk, are normally payable as 
soon as the buyer is adjudged insolvent; the same practice 
should be followed by the Indian organization ; 

( b) In the case of default risk, the practice of the U. K., 
Canadian and French Organizations is to pay claims 
twelve, months after due date. Most of the other 
organizations that insure Commercial Risks pay default 
claims after six months, Various trade organisations in 
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India have represented to us that the period of twelve 
months is too long and have asked for reduction of this 
period to six months or less. In view of the re¬ 
presentations made to the Committee and the need to give 
Indian exporters the maximum assistance possible, and the 
practice of most other organizations, we recommend that 
default claims should be payable six months after the due 
date. 

(c) C. I. F. and Diversion risks claims should be paid as soon 
as the proof of loss to the satisfaction of the organization 
is furnished. 

(d) In the case of promotional policies issued in connection 
with the development of markets ’(like the U. K. Dollar 
Drive policies), claims should be paid 60 days after the 
final audited accounts for the period covered by the policy 
are furnished to the organization. 

(e) Claims on account of non-transfer should be paid 6 months 
after the due date and on account of other events six 
months after the date of the event which "is the cause of 
loss. 

5. In almost all cases recoveries can be made after the 
payment of claims. These recoveries may be from the receiver in 
the case of insolvency, from fhe buyer in case of default, by sale 
of goods in the case of Import Control and Export Control Risk 
and from foreign countries for the risks. Where hese recoveries 
are made, these should be divided between the insurer and the 
insured in the same proportion in which they carry the risks. 



CHAPTER XI 

BASIS OF PREMIUM RATES 


The rates of premiums charged by export credit guaran- 
ee organisations in other countries are not published. These 
rates are treated as strictly confidential. Even the policy-holder 
is required to give an undertaking that the fact of his having insured 
and the premiums paid by him would be kept codfidential. He 
mayi however, in confidence inform his own banker of the fact of 
insurance to enable him to obtain finance. If the information that 
the exporter has insured his goods is made public, it is likely to 
affect the normal good relations between him and his buyers and 
also to cause the overseas agent of the exporter to become lax in 
safeguarding his interests. Apart from the risk of insolvency or 
default of a foreign buyer, there are political risks whose nature 
and intensity depend upon the economic and political conditions of 
the countries to which the goods are exported, necessitating diffe¬ 
rent rates of premiuums for exports to different countries. The 
fact that exporters to certain countries are charged higher rates of 
premium than those to other countries cannot be disclosed without 
detriment to diplomatic relations. 

2. We have, however, been able to collect information about 
the range of premium rates and the average rates of other credit 
insurance organisations. We find that there are considerable 
variations in their premium schedules. This is partly because the 
nature of cover varies between the different organisations and 
partly because the differing patterns and backgrounds of export 
trade lead to a different emphasis of risk between one exporting 
country and another. For these reasons, premium rates of other 
credit insurance organisations, even if available, would not be of 
much help to an Indian organisation. It will need to draw up its 
own premium schedule based on the circumstances and risks 
which affect Indian export trade. The organisation will have to 
make experiments, perhaps commit errors, may suffer losses and 
will arrive at a correct schedule of premium rates only after it 
has worked for a few years. 

3. Before dealing with the various factors which have to be 
taken into consideration when fixing the premium rates, we may 
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make a preliminary observation, The object of export credit 
guarantees is to promote exports, not to make profits. Organisat¬ 
ions in other countries work on a “no profit, no loss” basis. The 
premiums to be charged by the Indian organisation should therefore, 
only cover the net claims which it has to pay and expenses which it 
has to incur. It must be borne in mind that the success or failure of 
an export credit guarantee organisation or the sufficiency or other¬ 
wise of the premiums charged cannot be judged on the basis of its 
working for a year or two. All the types of risks which are usually 
covered by such organisations do not occur with any regularity. 
This is particularly true of political risks and risks of natural 
catastrophes. It is impossible to forecast the losses an organisation 
is likely to incur in any one year. Losses caused by political and 
natural catastrophes may not be very frequent; but, when they do 
occur, they may prove to be heavy. It is possible that for several 
years such risks may not supervene, and the organisation may go 
on accumulating reserves. Growing reserves do not necessary 
indicate that the premiums charged are higher than necessary- The 
reverse is also equally possible. An organisation may, in the initial 
years, have to pay heavy claims. Heavy encroachments on the 
organisation’s resources cannot, therefore, be treated as evidence 
hat the premiums charged are insufficient. 

4. Factor* governing the premium rate*.—Broadly speaking, 
the following factors should be taken into consideration in fixing 
the premium rates ;— 

(i) the types of risks and their causes ; 

(ii) the markets to which the goods are exported; 

(iii) the type of goods ; 

(iv) the period for which the risks are covered ; 

(v) the past experience of the exporter and the spread of risks 

offered by him for insurance ; and 

(vi) the expenses of management. 

We deal with each of these factors in detail 

Commercial Risks 

5. The commercial risks are the insolvency of the buyer and 
protracted default on his part. Insolvency and default both apply 
to private buyers. Only default applies to public buyet i,e. foreign 
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governments, their various organisations and semi-government 
bodies like municipalities, but default by a public buyer is really 
a political risk. 

6, Insolvency Risk of a Private Buyer—There are many causes 
of insolvency of a private buyer. These may be grouped as follows:- 

(a) causes within the buyer’s control; 

(b) circumstances which are beyond his control, viz. 

(i) conditions of the trade ; 

(ii) national conditions, political and economic ; and 

(iii) natural catastrophes. 

The buyer as a credit risk. —Organisational and administrative 
inefficiency, under-capitalization and overtrading, faulty judgment, 
over-optimism, and lack of business integrity are causes of insolven¬ 
cy which are under the buyer’s control. Insolvency from these 
causes may also follow the death of the owner or managing partner 
of a firm or managing director of a company, or change of control. 
It is difficult to forecast the behaviour of a buyer at any time. 
The difficulty of assessing the risk in terms of money has led most 
credit insurers to charge the same premium rates for all buyers in 
any one country. The risk of loss is, however, avoided or controlled 
either by not covering sales to a buyer who is considered a bad 
risk or by fixing the limit up to which credit may be allowed to him. 

Conditions of the trade. —Insolvencies are likely to increase 
when there is :— 

(a) a trade depression, national or local, 

(b) over-ordering by the trade as a whole, or 

(c) a reduction in demand. 

National conditions— Examples of national causes that increase 
chances of insolvencies are : — 

(a) legal limitations on margins of profit and/or limitations on 
the maximum prices at which goods can be sold ; 

(b) legal intervention in the affairs of importing firms and/or 
taking over of the trade by nationalisation ; 
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(c) a legal ban on the sale of certain types of goods or imposit¬ 
ion of restrictions on the business of traders who are of 
foreign origin or belong to a particular race or religion; 

(d) changes in public tastes, leading to a reduction in the de¬ 
mand for goods which have ceased to be in fashion ; 

(e) introduction of new methods depressing demands of cer¬ 
tain goods, e g., electrification of a town may considerably 
reduce sales of hurricane lamps ; 

(f) boycott of foreign goods or a prejudice against the use of 
goods from a particular country ; 

(g) religious or racial discrimination or persecution leading to 
migration of population or of the traders, 

Natural Catastrophes, —These cause insolvencies in the follow¬ 
ing ways : — 

(a) Uninsured stocks may be wholly or partially destroyed. 
For loss of insured goods the buyer may receive inadequate 
or delayed compensation : 

(b) destruction of the buyer’s property or his trade by earth¬ 
quakes, hurricanes, or other catastrophes. 

In order to underwrite the insolvency risk, we consider that 
the insurance organisation should have the following information 
for the purpose of assessing the risk in terms of money 

A, —Re. buyer :— 

(0 the capital and financial strength generally of the buyer ; 

(ii) the experience gained by him in his particular business ; 

( Hi ) his turnover ; and 

( iv ) his integrity and general repute. 

B, — Re. trade :— 

(i) the current trade conditions ; 

(ii) the situation in the particular line of business of the buyer 
as regards competition, stocks and marketing possi¬ 
bilities ; 

(Hi) customary and/or legal trade practices ; and 

(iv) general business morality. 
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C.—Re. country 

( a ) Economic : 

(i) the stability or otherwise of the national economy and 
its likely effect on internal trade ; 

(it) the incidence of taxation measures on internal trade ; 

(tit) the importance of the buyer's trade to the national 
economy and the extent and the possibility of Govern¬ 
ment intervention. 

(fc) Political 

Any prejudice on national, racial and/or religious 
grounds, and its likely effects on the buyer’s trade, 

(c) Legal 

(i) laws relating to 

(1) bankruptcy, composition and liquidations ; 

(2) decrees and their execution ; 

(3) arbitration and enforcement of arbitral awards ; 

(it) laws relating to constitution and conduct of firms with 
special reference to rights of creditors ; 

(jii) prohibition of a specified trade on national, racial or 
religious grounds ; 

(iv) subsidies, control of prices and/or margins of profit ; 

(v) State intervention in the affairs of importing concerns; 

and 

(in') the acceptance by the buyer’s country of the provisions 
of the Geneva Convention of 1927 for the enforcement 
of arbitral awards. 

7. Default by a Private Buyer.—In some countries it may not 
be possible or practicable to get a buyer declared insolvent. 
Accordingly, most credit insurance organisations that cover 
commercial risks agree to regard a buyer as in a state equivalent to 
insolvency when payment for goods which he has accepted has 
been outstanding for a period from 6 to 12 months after the due 
date. The risk is therefore an extension of the insolvency risk. 
The difference is that an insolvent buyer cannot pay, and the 
defaulter either will not pay or is temporarily unable to pay. 
This risk can, therefore, be dealt with in the same way as insol¬ 
vency risk, 
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POLITICAL RISKS 

g Default by a Public Buyer.—A government department or 
agency or a municipality may repudiate its contract or fail to pay 
its debts due to shortage of funds, mal-administration or for 
political reasons. There are countries where the exporter has no 
means of redress against such buyers. The economic causes and 
the information required are similar to those for the insolvency 
risk, but with particular emphasis on the financial position of the 
public buyer. 

9. Shortage of foreign currencies in a country arises from an 
excess of expenditure over earnings. If an adverse balance of 
payments for any country is not corrected, foreign exchange 
reserves will be depleted, and delays will result in the allocation of 
foreign currency to importers for the settlement of their foreign 
debts. These delays may mean a considerable extension of the 
time during which a part of an exporter’s capital resources are 
locked up in an overseas transaction and may cause him considerable 
financial embarrassment even though he may ultimately receive 
the full value of the debt. There is the added complication that 
if the buyer’s country allows its currency to depreciate, the buyer 
may be legally exempted from paying or may be unable to pay the 
further amount in local currency required to maintain the foreign 
exchange value of his deposit ; and in this case the exporter will 
inevitably suffer loss as well as delay. 

10. Apart from the case instanced above the exporter may 
have to accept payment in the currency of the buyer s country 
when goods have to be invoiced in the buyer's currency 'under the 
import and exchange regulations of the country or where foreign 
exchange cannot be allocated until the goods have cleared 
customs. Such transactions involve additional risks to the ex¬ 
porter. 

11. In order to maintain an even balance of payments, to 
protect their infant industries or for other reasons most govern¬ 
ments impose a system of import and/or exchange licensing. 
These systems, which, if successful, obviate the transfer risk, 
themselves lead to serious losses in the export trade as a result of 
the changes in control which must inevitably be made from time 
to time. The manner of administering the import and exchange 
controls affect the risks borne by the exporter. For example 



where the import and exchange licences are linked together, there 
is less risk to the exporter than in a country which imposes no 
limitation on imports but may refuse foreign currency when the 
goods have been imported. Similarly if licences are issued only to 
the extent of existing foreign exchange holdings, there is less risk 
than there would be if licences were issued up to the limit of 
anticipated earnings of foreign exchange. 

12. Basic financial and economic information for assessing 
political Risk.—From the above brief survey, it is clear that as 
much detailed information as possible must be collected and con¬ 
sidered, under the following heads for a Proper assessment of 
political risks in terms of money :— 

A.— General 

(») chief industries and/or crops ; 

(ii) main imports and exports ; 

(i?i) trade and payments agreements, if any, and foreign 
relations with India ; 

( iv) trade and payments agreements and foreign relations 

with other countries and their likely effect on trade 
with India ; 

(v) obligations of the buyer’s country by virtue of member¬ 

ship of or other commitments towards international 
organisations, e.g., the I.M.F., G,A,T,T„ and O.E.E.C.; 

(vi) the annual income and expenditure of the Central 

Government ; and 

(vii) the latest known national income estimate. 

23 ,—Balance of payments position 

(t) total imports into and exports from the country ; 

(t'O imports from and exports to India ; and 

(iii) imports from and exports to the Sterling Area and if 
the importing country is the centre of a monetary 
area other than the Sterling Area, the quantum of 
trade between that area and the Sterling Area 
together ; and 
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(iv) invisible items of an exceptional nature affecting the 
balance of payments, e.g., loans from international 
banking organisations or other governmental or 
private agencies. 

C. — Financial position 

(i) the gold and exchange reserves of the country 

(it) the amount of notes in circulation, bank deposits, bank 
advances, bills discounted, and cheque clearances ; 

(iii) statutory or conventional relationship, if any, of 
monetary circulation to gold and/or exchange reserves; 

(iv) the amount of purchases and sales of exchange by the 
Central Bank of the country. 

D, —Import Control; 

(i) Whether an import licence is required for all or any 
type of goods, and whether there is any differentiation 
between imports from various countries ; 

(ii) whether import licences are classified in categories of 
essentiality ; 

(iii) if import licence is required, then 

(a) at what earliest stage in an import transaction it can 
or must be obtained ; 

(b) for how long it is valid—whether its validity runs up 
to the date of shipment or date of arrival of goods ; 

(c) whether, in what circumstances, and for how long an 
import licence can be renewed ; 

(d) whether any special conditions are generally imposed 
for licences for particular commodities. 

(iv) whether the importer must take a deposit of currency 
to get a licence ; and if so, how much and in whose 
favour this deposit is made and whether it is irrevo¬ 
cable ; and 

(v) whether the import permit must be produced or its 
number quoted before a consular invoice can be 
signed. 

E.—Exchange Control: 

(i) whether, and in what form, the import licence carries 
with it the grant of or licence for foreign exchange ; 
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tii) if a separate exchange licence is required, information 
on this similar to those in D. (i) to fv) become neces¬ 
sary ; 

(iii) Whether rupee currency can be transferred ; 

(a) in advance of shipment or arrival of goods ; or 

(b) after customs clearance has taken place ; 

(iv) whether letters of credit can be opened, if so ; 

(a) in what circumstances, 

(b) whether there is a limit set to their period of 
validity, and 

(c) whether these can be renewed and in what circum¬ 
stances ; 

(v) whether the country stipulates terms or methods of 
payment for imports ; 

(vi) whether terms of payment against documents can be 
offered and enforced ; 

(vii) if payment in rupee currency against documents is not 
possible, the exact conditions under which cash against 
documents transactions are effected ; 

(viii) whether deposit of local currency gives the importer 
legal discharge of rupee debt ; 

(ix) whether, when such a deposit is made, an undertaking 
to cover exchange fluctuations can be obtained from 
the importer ; if so, whether such an undertaking is 
legally entorceable ; 

(x) whether the obligations under international agreements 
on trade or payments are likely to affect the prospects 
of obtaining payment in Indian currency or sterling for 
exports from India ; and 

(xi) the past record of the country in controlling its foreign 
exchange. 

F ,— Rate of exchange : 

(i) effective rates of exchange for Indian rupee and 
sterling ; 

(ii) whether they are (a) stable, (b) fluctuating, or (c) 
eccentric : 
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(iii) if there are more than one rate for imports, the classes 
of imports to which each rate applies : and 

(iv) any exchange surcharge or tax. 

G. —Other regulations : 

(i) the period for which goods remain in Customs before 
clearance ; and 

(ii) whether they are subject to fines or auctions or seizure 
after this period has lapsed. 

H, —Where the goods have been sold on the basis of the 

currency of the importer's country, whether — 

(i) invoicing in local currency is permitted by the regula¬ 
tions of the buyer’s country and whether such invoic¬ 
ing would delay or prejudice transfer in rupees or 
sterling ; 

(ii) in the case of sales from overseas stocks, the licence 
used by the agent to import the goods authorises 
transfer, in rupees or sterling, of the local currency 
paid by the ultimate buyers. 

13. War and Civil War Risks ;—It is difficult to assess these 
political risks in terms of money. However, a close watch should 
be kept on the trend of international events and on any event in 
the buyer’s country, which may lead to frequent changes in the 
government and to civil commotion. Whenever there is any like¬ 
lihood of impending trouble, the covering of new business in the 
country concerned should be suspended or higher premiums charg¬ 
ed to compensate for the additional risks involved. 

14, Diversion of Voyage;—This risk may arise due to the 
imminence or the outbreak of war. It may also arise when there 
is extreme congestion in a harbour or when the harbour is put out 
of commission owing to natural calamities, so as to necessitate the 
diversion of the ship to another harbour, Such a diversion may 
involve increased freight charges. If the contract of sale does not 
provide for such additional charges to be borne by the buyer or, 
if it is not possible to recover them from the buyer, the exporter 
may have to bear the extra cost. The diversion risk is not also 
predictable. Efforts should, however, be made to maintain a close 
watch on the conditions which entail diversion of voyages, e.g,, the 
possibility of closure of the Suez or Panama Canal. 
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15. Source* of Information:—The sources from which infor¬ 
mation, mentioned in paragraphs 11. 12 and 13 above, can be gather¬ 
ed are listed in the Appendix X. 

16, Export Control Policy of the Seller’s Country;— (1) As 

we have already observed, among the preshipment risks, 
arising from governmental action falls the cancellation of 
an export licence of the imposition of a ban or fresh 
restrictions on exports after the contract of sale to the 
foreign buyer has deen concluded. As we have recomm¬ 
ended that this risk which is beyond the control of the 

seller and the buyer, should be covered it is necessary 
to keep a watch on the factors leading to such risk. 

(21 The need for controls over exports arises for the follow¬ 
ing reasons:— 

(a) when the commodity to be exported is in demand in the 
home market and heavier exports are likely to cause 
scarcity and abnormal rise in prices at home ; 

(b) if new industries are set up in India it may become 
necessary to divert raw materials from export trade 
to home trade. To the extent to which they are 
needed for manufacturing purposes, restrictions on 
their export may be necessary ; 

(c) to prevent certain goods from reaching certain desti¬ 
nations either directly or through any other country. 

(3) There are several commodities exports of which are 
controlled at present. Relaxation may take place 
regarding export of certain controlled goods and 
restrictions may be imposed on new types of goods. 
It is, therefore, essential to keep a close watch on 
the market rates of commodities and the reasons which 
are likely to become operative for any particular 
type of goods coming under control. Premiums, if 
necessary, may be adjusted accordingly. 

17. Adjustment to Changing Situations The premium rates 
must be revised from time to time to provide for changing circum¬ 
stances. In extreme cases, the insurance organisation might even 
advise insured exporters to suspend or discontinue, exports to cer¬ 
tain countries. With that object in view, arrangements must be 
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this respect the cooperation and assistance of the Government’s 
trade and commercial representatives abroad will be of the utmost 
importance. These representatives should re-examine the infor¬ 
mation pertaining to their territories, on various points at quarterly 
intervals, and send reports regarding changes that may have taken 
place. Where there are tendencies to show that losses are likely 
to increase, information should Be communicated to the insurance 
organisation immediately. Arrangements should also be made to 
get reports regarding foreign buyers regularly. Any laxity in the 
matter of keeping information up to date or taking prompt action, 
is likely to enhance the losses of the insurance organisation. 

18. Grouping of Countries.—To fix the rate of premium for 
each country separately will be a cumberome process. The practical 
course is to place the countries in a few groups according to the 
nature and intensity of the risk involved. We recommend the 
following groups : 

(a) countries which are important traditional buyers of 
Indian goods, where the administration of economic 
affairs is particularly efficient, and where the foreseeble 
risks of loss from transfer or other causes are very small; 

( b ) countries whose economies are soundly based and well 
administered and where transfer losses are unlikely to 
occur ; 

(r) countries which are relatively stable, but where minor 
risks of losses can be foreseen ; 

(d) contries whose economies are not broadly based and 
where fluctuations may occur with possible risks of loss ; 

(e) countries which are relatively unstable or whose eco¬ 
nomies are deteriorating and where there is persistent 
risk of transfer and/or other losses ; 

( f ) countries whose economies are chronically unstable, 
where transfer and/or other Iossess have recently 
occurred or are in prospect. 

19. Grouping of Commodities.—The nature of commodities 
exported may mitigate or enhance the risk. Commodities which 
are of perishable nature or are likely to deteriorate are bad risks. 
Commodities which are easily saleable in the home market or in 
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Several foreign markets are the least risky. Between these twd 
groups are certain commodities which have limited resale value. 
As in the case of countries, to fix the rate of premium for each 
commodity separately will not be practicable. We suggest the 
following groups :— 

(a) raw materials ; 

(h) manufactured goods which are easily saleable in more 
than one market ; and 

(c) all other goods not included in (a) and t,b) such as 
expensive manufactured articles and goods whose resale 
possibilities are limited that are subject to changing 
fashions, that deteriorate rapidly or those goods falling 
under (a) and (b) of which the insurance organisation has 
un-satisfactory experiennce. 

20. Grouping to be Flexible.—The suggestions regarding 
groupings of countries as well as of commodities need not be 
adhered to rigidly. We recommend certain groups to be made at 
the initial stage. In the light of experience changes can be made 
from time to fime. 

21. Period for which the risk is covered.—(1) The rate of pre¬ 
mium has also to depend on the period for which the risk is 
covered. The periods for which credits are allowed by exporters 
will vary according to the market, the buyer and the commodity. 
To fix different rates separately for differing periods, each period 
of credit being taken as a whole, would be rather complicated. 
We think it would be advisable to fix basic rates of premium 
applicable to the cases where cash is to be received against 
documents in the buyer's country and where credit up to 30 days 
after delivery is given. Where payment terms provide for credit 
longer than 30 days an extra premium dependent on the period in 
excess of 30 days should be charged at a rate fixed for every 
additional month. This extra obviously will, like the basic pre¬ 
mium, differ from country to country. 

(2) The exporter may wish to insure the peshipment risks as 

well. This means that insurance will commence at an earlier date, 
and the period for which risks will be covered will be longer than 

that for which postshipment risks are covered. In addition, there 
are preshipment risks such as the cancellation of the export licence 
or the imposition of new restrictions on the export of goods after 
the contract of sale had been concluded. Premium will, therefore, 
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have to be charged for the period from the date of contract up to 
the date of payment by the buyer if such pre-shipment risks are to 
be insured. The behaviour of different countries towards contracts 
already in hand when imposing restrictions on the import of goods 
is an important factor in assessing pre-shipment risks. In some 
countries care is taken to exclude the firm order of imports or at 
least the goods already shipped from the application of the changes 
in the policy. This means the import control risk is reduced. 
There are, however, countries where the new rules are made, 
applicable to all goods arriving after the date fixed for the enforce¬ 
ment of the new policy. In such cases, import control risk is heavy. 
It is desirable to place the countries for pre-shipment risks into 
three groups :- 

(i) where pre-shipment risks are very slight; 

(ii) where additional risks exist in the pre-shipment period 
but are not considerable ; 

(iii) where the additional risks in the pre-shipment period are 
very real. 

(3) The premium rating schedule for transactions involving 
payment terms of more than six months’ credit from the date of 
shipment is based on a forward projection of the normal premium 
schedule, and takes into account the following additional factors :— 

(a) the length of manufacturing period ; 

(b) the spread of shipments and payments ; 

(c) the class of buyer (whether public or private); and 

(d) the degree of specialisation of the goods. 

Such contracts, normally involve a spread of shipments and of 
payments ; and, instead of quoting separate premium rates for each 
shipment, it is better to quote a single average rate for the whole 
contract. 

22. Past experience of the Exporter,—A further factor which 
must be taken into consideration in assessing premium rates is the 
character of business which a particular exporter offers for insur¬ 
ance. For example; an exporter who has suffered no losses in his 
export business for many years will expect, quite reasonably, to be 
charged lower rates of premium than his less cautious competitor 
notwithstanding the fact that the risks he is proposing to coyer are 
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substantially beyond his control. Furthermore, an exporter who 
wishes to exclude from his policy shipments to one or more markets 
must expect, if his proposal is accepted, to be charged somewhat 
higher rates of premium than if he had insured all his good and bad 
markets together. Also, in cases where a large volume of exports 
is covered by a single policy, the exporter will expect some reduc¬ 
tion in premium because administrative work on a large policy is 
proportionately less than on a small policy. We are of the opinion 
that in such cases the insured should be allowed a small rebate in 
premium charged for him. The amount of rebate naturally will 
depend on the saving in administrative work and on the spread of 
risk offered to the insurance organization. 

23. Expenses of Management—An estimate of the expenses of 
the insurance organization should be prepared as also of the 
premiums likely to be collected in the first five years of the working, 
and on that basis expense loading to the risk premium can be 
arrived at. Great care must be taken in preparing the estimate. 
Under-estimation of expenses and over-estimation of income will 
be suicidal. Similarly ovor-estimation of expenses and under¬ 
estimation of income will make premiums too high and make 
insurance unattractive. The provision for expenses in the pre¬ 
miums on the basis of the actual cost of administration should be 
eviewed from year to year. 



CHAPTER XII 

STRUCTURE OF THE INDIAN INSURANCE ORGANISATION 


The risks which an exporter has to face fall, as mentioned 
earlier, into two groups, namely, commercial risks and political 
risks. Commercial risks can perhaps be covered by private enter¬ 
prise, but there has been a tendency of late for private credit 
insurers to seek State backing in some cases. But so far as 
political risks are concerned, it is impossible for s ny one to cover 
them without harnessing the credit of the State either directly or 
indirectly. It is significant that every foreign export credit insur¬ 
ance organization covering the political risks has the direct or 
indirect backing of the State concerned, It has, therefore, to be 
accepted that no ptivate insurer can bear these risks. 

2. Thus we find that export credit guarantees are being given:- 

(a) by a Government Department in the U. K., Denmark and 
Sweden, or 

(b) by a State-owned Corporation in Canada, or 

(c) by a private company which re-insures with the State 
the whole of political and commercial risks in the 
Netherlands and Germany, or 

(d) either by the State Corporation in respect of commercial 
and political risks or by a private insurer who covers 
commercial risks only and reinsures them fully with the 
State Corporation in France, or 

(e) by the State for only political risks, leaving it to private 
interprise to cover commercial risks in Switzerland, 
Bilgium and Italy. 

3, It is understood that in Germany, Netherlands, France and 
Belgium, private companies have been insuring commercial risks 
for many years and that, when it was found necessary to set up 
State organizations in these countries to cover political risks, the 
experience of the private companies was harnessed to the new 
organizations by arranging that the private companies should issue 
guarantees to exporters on behalf of the State organizations. 
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4. It is obvious that, so far as political risks are concerned, 
they can be carried only by the Government, The insurance 
organization can, however be :— 

(a) a government department; or 

(b) a corporation owned by the State ; or 

(c) a private company acting for and on behalf of the State. 

So far as commercial risks are concerned, the position in India 
today is that there is no private company which is carrying on the 
work of insuring credits for even internal trade. If there had been 
a private company, transacting credit insurance business for home 
trade, advantage of its experience might be taken by employing 
such a company to handle the work of export credit guarantees. 
This work cannot be entrusted to private companies which are 
carrying on general insurance business because they have no 
experience of handling this very complex and specialized form of 
insurance. In view of the above, the choice, so far as the Indian 
organization is concerned, lies between a government department 
and a State-owned corporation. 

5. Various interests in the course of discussions with us have 
urged that the Government should set up a separate corporation 
to carry on the business of export credit guarantees and not 
entrust it to a department of its own. The organization has to 
work on commercial lines and has to provide for all the needs of 
the trade at present and the needs that may arise in the future. 
The very nature of this business requires promptness and flexibility 
in its work. Any delay in the matter of giving covers may deprive 
an exporter of the chances of supplying goods in time. Any delay in 
quoting premium may prevent an exporter from negotiating thesale 
with a foreign buyer. Any laxity in making adjustment or taking 
necessary steps may cause avoidable losses both to the exporter and 
the organization. We think that an organization which is not tied 
down to red tapeand is not bound by rigid rules of procedure,which 
is'more sympathetic and more responsive to the needs of export¬ 
ers, which is able and ready to adapt itself to changes in the trade 
and other conditions, which is easily accessible to the public, which 
can be prompt to deal with the requirements of the exporters, and 
which can draw on Government and commercial sources of infor¬ 
mation, is likely to command the confidence and cooperation of 
the trader, Taking these factors into consideration, we recommend 
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that the work of the Indian organization should be entrusted 
to a Corporation wholly owned by the State. 

6. Name of the Corporation.—The Corporation should be 
named Export Risks Insurance Corporation. 

7. Objects of the Corporation.—The Corporation may 

(a) for the purpose of encouraging, facilitating and developing 

trade with other countries, make arrangements for 
giving guarantees to or for the benefit of persons carry¬ 
ing on business in India, being guarantees in connection 
with the export, manufacture, treatment, or distribution 
of goods, the rendering of services or any other matter 
which is conducive to the said purpose; 

(b) for the purpose referred to in (a), make arrangement 
for giving guarantees to or for the benefit of persons 
residing in, or belonging to a foreign country, being 
guarantees in connection with goods exported or services 
rendered from India; 

(c) give facilities for financing exports ; 

(d) act as agent of the Government to 

(i) give guarantees beyond its scope which are considered 
by the Government as necessary in national interest; 

(ii) acquire any securities (which expression includes bonds, 
stocks, shares, bills and premissory notes) which the 
Corporation has guaranteed, hold any such security for 
such period as may be directed by the Government, 
collect any sum falling due whether by way of principal 
or interest in respect thereof, and dispose of any such 
security at such time and in such a manner as directed 
by the Government; 

Ce) do all such things as may be incidental to or consequen¬ 
tial upon the carrying out of its objects mentioned in 
clauses (a) to (d) above. 

8. The subscribed and paid up capital of the Corporation 
will depend on the maximum amount of risk which it has to carry 
at any point of time. Total exports in 1955 were of the value of 
about Rs. 600 crores. It has not been possible to ascertain the 
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exact amount of exports on letter of credit basis. From the dis¬ 
cussions that we had with banks and others, we believe that 
business other than on letters of credit basis is obout Rs. 250 crores. 
How much business it will be possible for the Corporation to un¬ 
derwrite in the first five years of its work cannot be estimated 
with any degree of accuracy, particularly if the insurance is to be 
on a voluntary basis. Experience of other organizations in this 
respect is divergent. Other organizations are covering up to about 
15 per cent of total exports in their countries, We consider that 
the Indian Corporation will be able to covet about 8 to 9 per cent 
of total exports, i e-, about Rs. 50 crores. This will represent about 
20 per cent of the exports not covered by letter of credit. We 
think that the Corporation should fix a target of Rs. 50 crores to 
be achieved by the end of the first five years, and with the coope¬ 
ration of the Banks, Export Promotion Councils, various commodi¬ 
ty Boards and trade associations to take all necessary steps to 
reach that target. The constitution of the Corporation should in 
the initial stages prescribe a limit of Rs. 50 crores on the maximum 
risk it should carry at any one time, Preceeding on this basis, we 
recommend that the authorised and subscribed capital should be 
Rs. 5 crores, This recommendation is being made following the 
precedent of the Canadian Corporation. In the case of this Corpo¬ 
ration the maximum risk which it has to carry is fixed at 10 times 
the capital. The paid up capital of the Indian Corporation should 
be 10 % of the subscribed capital and no limit need be placed on 
the calls to be made. To infuse confidence in the mind of exporters, 
it is necessary that every policy issued by the Corporation should 
carry a Government guarantee. 

9. Management.—The management of the affairs of the 
Corporation should vest in a Board of Directors consisting 
of seven members including either a whole-time Chairman or a 
whole-time Managing Director. The directors may delegate 
powers for day to day administration to the principal officer 
whether he be the Chairman or the Managing Director, 

10. There should be an Advisory Council consisting of not 
more than 21 members representing the export trade, banks engag¬ 
ed in financing exports, various Export Promotion Councils and 
Commodity Boards. This Council will advise the Corporation re¬ 
garding the insurance neecls of the export tratfe. the changes taking 
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place in the export trade and the steps to be taken to provide for 
new conditions. The Advisory Council may elect two members to 
be appointed as Directors of the Corporation. 

11. Offices.—The registered and main office of the Corporation 
should be at New Delhi, The Corporation may open branch 
offices and, where necessary, set up Local Advisory Boards to 
help and advise the Branch Offices, appoint brokers to introduce 
business and appoint agents elsewhere than in India for enforcing 
any right that, as a result of contract of an insurance, may have 
vested in the Corporation. 

12. Borrowing Power*.—The Corporation may borrow monies, 
raise loans, and for that purpose, if necessary, may issue and sell 
bonds and debentures bearing such rates of interest and subject to 
such terms and conditions as the Board of Directors may approve. 



CHAPTER XIII 

MISCELLANEOUS 


Legal position under the Insurance Act :—Section 3 of the 
Insurance Act, 1938 (IV of 1938), provides that no insurer can carry 
on any class of insurance business without having obtained from 
the Controller a certificate of registration Export credit insurance 
would appear to fall under the definition of "miscellaneous 
insurance business" given in section 2 (13 B), which provides 
that "miscellaneous insurance business" means the business of effe- 
ting contract of insurance which is not principally of wholly of any 
kind included in clauses (6A) (II) and (13A). Sub-section (6A) 
defines fire insurance business ; (II) defines life insurance business 
and (13A) marine insurance business. 

The export credit insurance organization would be a corpora¬ 
tion wholly owned by the State and as such would appear to be 
exempted by section 118 of the said Act. In case business done by 
the Government through a corporation owned by it is held to be 
not "any insurance business carried on by the Central Government" 
a change in the Insurance Act will be necessary, 

2. Premium rates to be kept confidential :—In paragraph I of 
Chapter XI, we have explained the reasons why the premium rates 
should be kept confidential. In this connection we reproduce one 
of the clauses of the Declaration which an exporter has to* make to 
the Administration in the U. K. : — 

‘All discussions and correspondence in connection with 
this proposal and with any Policy arising therefrom are to be 
treated by both sides as confidential and we undertake not to 
disclose either the existance of the Policy or any of the details 
thereof to our agents or to the buyer or to any other person or 
concern o‘her than in confidence to our bankers without the 
prior consent of the Department in writing." 

This means that the premiums paid will have to form part 
of the overhead expenses of the exporter. These cannot le shown 
in the invoice as an item charged to the buyer. Even if the agree- 
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Inent of sale is on a c.i.f. basis, the premiums should not be shown 
separately because the term ‘ insurance" in a “c.i.f. contract" only 
means marine and war risk insurance and cannot be deemed to 
include credit risks. If any rule or regulation necessitates such a 
premium being shown separately in any return or statement, it is 
necessary that a suitable amendment should be made. 

3. Penalty clause :—It is necessary that the Export Risks 
Insurance Corporation should be protected against false statements 
made by an exporter. Two methods have been adopted to achieve 
this objective. The Canadian Export Credits Insurance Act 
provides that "Every person is guilty of an Indictable offence and 
liable to imprisonment for a term not exceeding two years who 
wilfully makes any false statement 

(a) in any application for insurance under this Act, or 

(b) in any instrument given to the Corporation under the 
authority of this Act." 

A similar provision has been incorporated in the Australian 
Export Payments Insurance Corporation Act. In the U.K. and 
other countries, however, no such legal provision exists. The 
organisations in these countries protect themselves by providing in 
a policy contract that it will become ineffective in the event of 

(a) any warranty by the insured proving to be false; and 

(b) the insured failing duly to perform or observe any of the 
stipulations in the proposal papers and policy bond. 

No one can and will object to such provisions being made as 
these are accepted by everyone who insures his life, goods and 
property. 

We recommend that every policy issued by the Corporation 
should have clauses to the following effect 

(a) The Proposal and Declaration thereto shall be incor¬ 
porated with this policy as the basis thereof and if any of 
the statements contained, in the Proposal or Declaration be 
untrue or incorrect in any respect, this Policy shall be 
void, but the Corporation may retain any premium that 
has been paid ; 



(b) Due performance and observance of each and efvety 
stipulation contained herein and in the Proposal and 
Declaration thereto shall be a condition precedent to any 
liability of the Corporation hereunder. 

If, however, it appears that absence of penal clause has not 
fully protected the Corporation, it may become necessary to 
legislate on the basis of the Canadian and Australian Acts. We, 
however, trust that such a contingency will not arise. 

4. Insurance organisation to be exempt from payment of 
income-tax.—We have explained in para 3 of Chapter XI that the 
export credit insurance organisation should, be deemed to be a 
non-profit making concern and that any reserves built up should 
not be treated as profit in the commercial sense. Any difference 
between the Income and Outgo should not therefore be treated as a 
profit and made liable to Income Tax. For this purpose necessary 
legislative or administrative action should be taken. 

5. Insurance premiums to be a deductible expense for purposes 
of income-tax.—The premiums which an exporter pays to the 
Export Risks Insurance Corporation is part of his normal 
expenditure and as such should be an allowable deduction for the 
purposes of income-tax, The position of this premium is not, in any 
way, different from the premiums paid for Fire or Marine or 
Accident insurace policies. We may mention that the practice in 
other countries is the same. 

6. Membership of the Berne Union UNION D* ASSUREURS 
POUR LE CONTROLE DES CREDITS INTER NATION AUX, 
Berne, (Union of Insurers for the Supervision of International 
Credits) is an association of Export Credit Guarantee Organizatsons. 
Its registered office is at Berne and it has a central office in Paris, 
At present its membership consists of organizations operating in 
Austria, Belgium, Canada, Denmark, France, Germany Great Britain, 
Holland, Ireland. Italy, Norway, Spain, Sweeden, and Switzerland. 

The object of the Association as given in Article 2 of its 

Statutes is 

The principal object of the Union is to work for the 
rational developmant of credit insurances on the international 
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field by improvement of the members' information services hy 
means of making known to one another the results obtained in 
this field and, generally, to favour the regular exchange of 
views regarding the essential questions in the branch, as well as 
on the problems which are put in the field of teachnique and 
organization." 

We recomend that the Indian Corporation should become a 
member of that Association. 

7. Certain suggestions made by export interests for assisting 
export trade.—In the written as well as oral evidence, our attention 
has been drawn to various problems of the export trade which are 
outside the terms of reference of the Committee. These difficulties 
appear to be retarding the development of export trade. We have 
considered it necessary to include them in the summaries of the 
written and oral evidence in Appendices VI & VII and we trust 
that the difficulties will receive careful consideration of the 
Government and effective steps will be taken to resolve them. 

8. Foreign Exchange Regulations.— In this connection, our 
attention has been drawn to the fact that the existing foreign 
exchange regulations stipulate that the value of the goods exported 
must be received in India within six months of the shipment of 
goods. We also learn that in cases where the money is not 
received within this period, the exporter concerned has to offer 
an explanation to the Reserve Bank of India. There are cases 
where the money is not received in time and the Reserve Bank 
grants extention of time. Such a provision may be necessary but 
we must mention that some of the commodities cannot be 
exported unless payment terms povide for a longer term of credit 
than six months. In such cases, an exporter cannot give declaration 
that the money would be received within six months without 
exposing himself to legal penalties. We believe that in the 
interest of promoting exports, it is necessary that where competi¬ 
tion forces an exporter to give credit for a period longer than six 
months, he should be protected and his time-declaration should be. 
accepted by the Reserve Bank of India. - In case the Bank has no 
discretion to do so, we recommend that necessary change in the 
regulations be made. 
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SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS 

Our conclusnns and recommendations in the preceding 
Chapter are summarised below :— 

Case for Export Credit Insurance 

1, An export credit insurance scheme is an important export 
promotion measure, and this scheme should be started in India 
without delay, for the following reasons :— 

(a) demand for credit terms is being made for all exports 
and is likely to increase even for traditional exports of 
jute fabrics, tea, minerals, cotton textiles, 

( b) more small and medium-sized firms are coming into the 
exports business and this class of firms has a great need 
for insurance, 

(c) export credit insurance makes export finance facilities 
more readily available, 

(d) the insurance helps the exporter to develop new markets, 

(e) competition from exporters from other countries having 
insurance facilities can be met if, other things being 
the same. Indian exporters are placed in a similar 
position as their competitors in regard to credit 
insurance, and 

(/) there is a pressing need to earn foreign exchange, 

[Chapter II, paragraph 10] 

Exporters’ Risks 

2. The types and extent of risks covered by export credit 
guarantee organisations differ from country to country. Neverthe¬ 
less, the practice of all the countries conforms to two basic 
principles, viz.. 

(a) Except in the case of some pre-shipment risks, only 
those risks are covered which arise out of events 
occurring outside the exporter's country. 
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(£>) Only those risks are covered which are outside the 
control of the exporter and, generally, of the buyer, 
Any risk which can be avoided by the exporter and/or 
the buyer should be excluded. 

All risks which contravene the above principles or for which 
cover is available from other insurers are generally excluded. 

[Chapter III, paragraph 8] 

3. The Indian export credit insurance organisation should 
cover the following risks. 

Post-shipment Risks 

(a) Diversion risks— Due to interruption or diversion of 
voyage outside the exporting country, the exporter may 
have to incur in respect of goods shipped from his 
country, additional handling, transport or insurance 
charges which it is impracticable to recover from the 
buyer. 

(b) Import Control Risks .—The buyer’s import or exchange 
licence may be cancelled or may have expired and it 
cannot be renewed ; or new restrictions may be imposed 
on the import or payment. 

This risk should not be covered where 

(0 import or exchange licence fs necessary but is not held 
by the buyer when the order is placed and he is 
unable to obtain it when goods arrive ; and 

(ji) import or exchange licence is cancelled for buyer’s 
fault. 

(c) Repudiation Risk. -A buyer may repudiate his contract, 
refuse to open a letter of credit or to accept goods 

This risk is to be covered only in the following cases 

(») when the buyer is a public body which either cancels 
the contract unilaterally or refuses to accept goods, 
not due to any fault of the exporter ; 

(ii) when the buyer repudiates the contract and is 
adjudged insolvent; 



(Hi) where a buyer repudiates the contract and the ex¬ 
porter takes legal steps, obtains a final judgment 
against the buyer and even by executing the decree he 
cannot receive the full price of the goods because the 
buyer has no assets from which recoveries can be 
made. 

(d) Insolvency Risk. —The buyer may become insolvent. 

(e) Default Risk. —The buyer may accept the goods on 
credit terms and on the due date refuse to make pay¬ 
ment or may temporarily be unable to pay, 

[Both (d) and (e) together are called Commercial or Del 
Credere Risks.] 

(f) War and Civil War Risks —There may occur war between 
the buyer’s country and the exporter's country ; or war, 
hostilities, civil war, rebellion, revolution, insurrection 
or other disturbance may occur in the buyer’s country 
or other countries through which the goods must pass. 
In all these contingencies, the exporter may suffer losses. 

(g) Transfer Risk— The operation of a law or an order, 
decree or regulation having the force of law, which, in 
circumstances outside the control of the exporter and 
of the buyer, may prevent, restrict or control the trans¬ 
fer of payments from the buyer’s country to the expor¬ 
ter’s country. 

(h) Omnibus Risk-Any other cause not being within the con¬ 
trol of exporter or of the buyer which arises from events 
occurring outside the exporter’s country. Omnibus risk 
includes risks of port strikes overseas, dock clearance 
delays and natural catastrophes (floods earthquakes and 
hurricanes) in the buyer's country. This also includes 
the risk involved in the change in the standards of food 
and other products after goods have been shipped, pro¬ 
vided the goods at the time of shipment were of the 
standard then in force, 

[Risks (a) and (b), (c) (i), (f), (g) and (h) are called Politcal 
Risks.] 

[Chapter III, paragaphs 3 and 9, A] 



PRE-SHIPMENT RISKS 


4. Risks (a) to (h) of 3 as also the Export Control Risk (i.e„ 
non-renewel or cancellation of the export licence or the imposition 
of fresh restrictions on the export of goods) should be covered 
during the pre-shipment peried. The Export Control Risk should, 
however, be not covered in the following cases :— 

(i) Where export licence is necessary but is not held by the 
exporter when the order is placed and he is unable to 
obtain a lincence at a later date, and 

(ii) where the export licence is cancelled on account of the 
fault of the exporter. 

[<Chapter III , paragraph 9, B ( b ) (ii) and (c)] 

RISKS OF SPECIAL TRANSACTIONS 

5. The following risks of special transactions should be 
covered:— 

(i) C. I. F. Risks ; i. e„ increase in insurance and freight rates 

after a sale has been concluded on a “’cost, insurance and 
freight basis.” 

(ii) Risks of exports on consignment basis. 

(iii) Risks (similar to those in (ii) above) of goods sent for 
display in a foreign fair, 

(iv) Risks pertaining to non-receipt of money for services 

rendered to a principal in a foreign country. 

(v) Expenses incurred on market surveys, publicity, stock¬ 
holdings and other promotional measures, for the deve¬ 
lopment of a particular market, if such expenses are hot 
fully recouped by sales made in that country. 

[Chapter III, paragraph 7 and 9, C] 

RISKS NOT TO BE COVERED 

6. The following risks should not be covered :— 

(1) Repudiation Risk, except in the cases mentioned in 3 (c). 

(2) Exchange Fluctuation and Devaluation Risks. 

(3) During the pre-shipment period— 
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(a) ban or restrictions on the import of raw material or 
semi-manufactured goods which may be necessary to 
manufacture the goods to be exported ; 

(b) increase in export duty or the imposition of a new 
export duty which, under the terms of the contract, 
cannot be recovered from the foreign buyer ; 

(c) non-availability of railway transport, shipping space or 
of berthing space for steamers ; 

(d) strikes; 

(e) increase in manufacturing costs. 

[Chapter III, paragraph 9, B] 


7. The Indian export credit insurance organisation should, 
when covering commercial risks, set limits on the amount of 
business which can be covered at any one time for an exporter on 
any of his buyers. The limits should be of the following types:— 

(a) The Credit Limit, which limits the insurer’s liability in 
respect of the value of shipments which have been 
delivered to the buyer on credit terms or placed at his 
disposal on cash against documents or equivalent terms, 

(b) The Contract (or Trading) Limit, which limits the in¬ 
surer’s maximum liability in respect of all the goods in 
course of (manufacture and) shipment to the buyer at 
any one time. 

[Chapter III, paragraph 10] 


(2) The amount of the Credit Limit should be agreed by the 
insurer for each buyer on application by the exporter, or a discret¬ 
ionary limit can be agreed, within which the exporter, on the basis 
of his own knowledge and experience of the buyer, can ship without 
reference to the insurer. Normally the maximum amount of this 
discretionary limit should be Rs, 4,000 in the case of credit trans¬ 
actions or Rs. 8,000 in the case of transactions on cash against 
documents or equivalent terms. 

[Chapter III, paragraph 11 ] 

(3) The Contract Limit set in the case of shipment policies 
relating to goods in course of shipment should be equal to twice 



the amount of the Credit Limit and in the case of pre-shipment 
policies relating to course of manufacture and shipment should be 
equal to four times the amount of the Credit Limit. 

[Chapter III , paragraph 13] 

Periods for which risks can be covered 

8. (1) The periods for which the risks of the Indian exporters 
should be covered are specified below 

(a) Pre-shipment Risks, —For a period of four months preced¬ 
ing the date of shipment. 

(b) Post-shipment Risks. 

(i) for exports of raw materials —up to three months and, 

exceptionally, four months from the date of shipment. 

(ii) for exports of consumer goods. —up to six months from 
the date of shipment. 

(iii) for exports of light capital goods.—A spread of pay¬ 

ments up to two years from the date of shipment. 

(iv) for exports of capital goods.—A spread of payments up 

to three years from the date of shipment. 

These periods may be extended in exceptional cases. 

[Chapter IV, paragraph 4} 

(2) The risks for a credit period of more than six months 
should be covered only where 

(i) foreign competition warrants such a course ; 

(ii) the type of goods and the nature of the order justify 

extended credit; 

^iii) a substantial payment has been received before or on 
shipment; 

(iv) the work content is high ; 

(v) any necessary authority from the Reserve Bank of India 
has been obtained, 


[Chapter IV, paragraph 4 ] 
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Percentages of Cover 

9. An accepted principle of credit insurance is that the insured 
should carry a part of every risk. The Indian organisation should 
in the initial stages give cover for,— 

(a) commercial risks-up to 80 per cent; 

(b) political risks-up to 85 per cent; 

(c) promotional policies-equal to 50 per cent of the unrecoup¬ 
ed expenses' 

These percentages, except in the case of (c), are of the value 
of an invoice. 

[Chapter V, paragraphs 3, 4 and 5] 
Export Finance 

10. (1) Credit Insurance policies are accepted by banks as a 
satisfactory form of security and therefore export finance becomes 
more readily available. The Indian export credit insurance organi¬ 
sation should provide by its regulations for the registration of 
assignments the benefits under their policies made by exporter to 
their banks, 

[Chapter VII, paragraphs I and 3] 

(2) In the case of contracts of national importance, the Indian 
export credit insurance organisation should have the authority— 

(a) to provide, in the case of approved parties, financial 

guarantees to banks and others with no risk to them 
but with recourse to the exporter where necessary in 
connection with the export of goods, to the extent 
of 80 per cent of the bills provided a policy to cover 
both the commercial and political risks has been 
taken out and assigned to the organisation ; 

(b) to provide, where necessary, as agents of the Government, 

financial help for the purchase of Indian exports on 
extended payment terms 

(Chapter VII, paragraph 8) 

(3) The Indian organisation should not normally discount or 
rediscount insured bills so long as such facilities are available from 
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other organisations, unless the Government specially instructs it to 
do so. 

(Chapter VII, paragraph 9) 
Split of Risks 

11, (1) The ideal policy for an exporter is that which covers 
both the commercial and political risks together because every 
insurable risk which can cause loss will be provided for ; but a 
demand by certain trade interests for a split of commercial and 
political risks can be accepted. 

(Chapter VIII, paragraphs 4 & 6) 

(2) Having examined the demand regarding split of risks in 
the light of the practices of foreign Export Credit Insurance 
Organisations, it is recommended that a limited split of risks should 
be allowed and separate policies made available for exports to 
private buyers in respect of 

(a) commercial and political risks together ; and 
(h) the following political risks together, viz., 

(t) Import Control risk. 

Hi) Diversion risk, if under the sale agreement the charges 
for diversion have to be borne by the exporter. 

(in) Non-payment due to moratorium or freezing of 
commercial debts by an order, decree, or law of the 
Government of the buyer’s country. 

(iv) Non-transfer provided that the payment has been made 
within 30 days of the due date. In case devaluation 
takes place before a claim is paid, the amount to be 
paid in Indian currency by the insurer to the insured 
should be based on the devalued rate. After a claim 
is paid the recoveries should be shared by the insured 
and the insurer. This will be applicable also in case 
of any change in the value of the currency. 

(v) C. I. F. risk. 

(vi) Risk of change in standards imposed in the buyer’s 

country on the import of food £*nd other products 
after goods have been shipped, 
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(vii) War between the buyer’s country and the exporter's 
country before expiry of 30 days of due date, 

[Chapter VIII, paragraph 8] 

(3) For exports to public buyers, either of the proposed 
policies described in (a) and (b) of clause (2) should cover all 
political risks, including default and repudiation of the contracts. 

[Chapter VIII, paragraph 9] 

Spread of Risks 

12. (1) It is necessary that an expert credit insurance organi¬ 
sation should have as wide a spread of risks by countries, by trades, 
by buyers, and over time, as possible. To achieve this object, the 
Indian organisation should require every exporter to insure all his 
exports of the trade in a period of twelve months (normally ex¬ 
cluding sales on confirmed irrevocable letters of credit). In special 
cases, however, an exporter may be permitted to exclude his 
exports to any one or more countries, or to any one or more buyers 
provided, in the opinion of the organisation, what is left after this 
exclusion is a proper spread of risks and provided also the exporter 
agrees to pay an additional premium. 

[Chapter IX, paragraphs 4 and 6] 

(2) Exporters dealing with goods in more than one trade 
should be allowed, in appropriate cases, to insure only a substantial 
group of exports which might come under a single reasonable 
category. Premium rates should be assessed from the outset at the 
level which it is expected will prove economic on the basis of 
business anticipated at the end of five years. Patience will, there¬ 
fore, be needed in the first few years which will be spent in building 
a stable organisation, and some losses may be experienced. 

[Chapter IX, paragraphs 14 & 15] 

(3) Evidence on the desirability of any element of compulsion 
for selected commodities has been far from uniform. Broadly, it is 
thought that the business community does not welcome compulsion 
in any form, and as the advantages of a limited compulsory scheme 
are considered to be illusory, it would be inexpedient to depart 
from the general principle of voluntary credit insurance. However, 
if after the facilities of the organization have been available for 
a reasonable period, a request is made by the great majority of 
any particular trade that all exports in the trade, not on a letter 
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of credit basis should be covered by the scheme, their request 
should be examined. If it is agreed, a rebate in premium rates of 
between 15 and 25 per cent should be possible. Similar arrange¬ 
ments might be made, should the Government be satisfied that the 
use of credit insurance by all exporters of a particular commodity 
is in the interest of the export trade as a whole and of the indi¬ 
vidual trade concerned. 

[Chapter IX, paragraphs 7,11, and 17] 

How and when claims should become payable 

13. (1) Claims, in respect of goods invoiced in foreign curren¬ 
cies, should, like the premiums, be payable in Indian currency at 
the rate of exchange effective on the date of commencement 
of risks, 

[Chapter X, paragraphs 1, 2, and 3] 

(2) The Indian export credit insurance organisation should 
pay claims as under : 

(a) for claims under insolvency risk—as soon as the buyer 
is adjudged insolvent; 

lb) for claims under default risk—six months after the due 
date ; 

(c) for claims under C. I. F. and Diversion Risks—as soon as 
the proof of loss to the satisfaction of the organisation is 
furnished ; 

(d) for claims under promotional policies issued in connection 
with the development of particular markets-60 days after 
the final audited accounts for the period covered by the 
policy are furnished to the organisation; 

[(e) for claims under Transfer Risks—six months after the 
due date ; 

(f) for claims under all other risks—six months after the 
date of the event which is the cause of loss. 

[Chapter X, paragraph 4] 

(3) Recoveries made after payment of claims should be divided 
between the insurer and the insured in the same proportion in 
which they carrry the risks, 

[Chapter X, paragraph 5] 
Basis of Premium Rates 

14. (1) As the nature and intensity of political risks depend 
upon the economic and political conditions of the countries to which 
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the goods are exported,, different rates of premiums are necessary 
for exports to different countries. Premium rates cannot be 
published and must be kept confidential. 

[Chapter XI, Paragraph I ] 

(2) The Indian export credit insurance organisation, like 
organisations in other countries should work on a “no profit, no 
loss" basis. The premiums therefore should be assessed to cover 
only the net claims and the expenses of management. 

(Chapter XI, paragraph 3) 

3. The following factors should be taken into consideration in 
fixing the premium rates 

(a) the types of risks and their causes ; 

(b) the markets to which the goods are exported ; 

(c) the type of goods ; 

(d) the period for which the risks are covered ; 

(e) the past experience of the exporter and the spread of risks 
offered by him for insurance ; and 

(f) the expenses of management.. 

[Chapter XI, Paragraph 4] 

4. For fixing premium rates, countries may be grouped as 
shown below, according to the nature and intensity of the risk 
involved:— 

(a) countries which are important traditional buyers of 
Indian goods, where the administration of economic 
affairs is particularly efficient, and where the foreseeable 
risks of loss from transfer or other causes are very small: 

(b) countries whose economies are soundly based and well 
administered and where transfer losses are unlikely to 
occur ; 

(c) countries which are relatively stable, but where minor 
risks of losses can be foreseen ; 

(d) countries whose economies are not broadly based where 
fluctuations may occur with possible risks of .loss; 

(e) countries which are relatively unstable or whose 
economies are deteriorating and where there if presiftent 
rjak- of transfer and/or other losses; 
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(f) countries whose economies are chronically unstable, 
where transfer and/or other losses have recently 
occurred or are in prospect. 

[Chapter Xf, Paragrah 18] 

5. Risks also differ according to the nature and/or type of the 
commodities. To fix premium rates for each commodity separately 
will not be practicable. The goods exported may, therefore, be 
grouped as under:— 

(a) raw materials ; 

(b) manufactured goods which are easily sale able in more 
than one market; and 

(c) all other goods not included in (a). and (b) such as 
expensive manufactured articles and goods whose resale 
possibilities are limited that are subject to changing 
fashions, that deteriorate rapidly or those goods falling 
under fa) and (b) of which the insurance organisation has 
unsatisfactory experience. 

[Chapter XI, Paragraph 19] 

6. The rate of premium will also vary with the period for 
which credit is allowed by the exportor, It would be advisable to 
fix basic rates of premium applicable to the cases where oash is- to 
be received against documents in the buyer's country and where 
credit up to 30 days after delivery is given. Where payment 
terms provide for credit longer than 30 days an extra premium 
dependent on the period in excess of 30 days should be charged at 
a rate fixed for every additional month. These considerations apply 
to post-shipment risks, 

[Chapter XI, Paragraph 21 (1)] 

7. Where pre-shipment risks are also covered, the premium 
will have to be charged for a longer period than in the case of cover 
for post-shipment risks only. It is desirable to place the buyers' 
countries for pre-shipment risks into the following three groups :— 

(i) where pre-shipment risks are very slight : 

(ii) where additional risks exist in the pre-shipment period 

but are not considerable ; 

(iii) where the additional risks in the pre-shipment period are 

very real ; 


[Chapter XI, Paragraph 1\ (2)} 
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8. The premium rating schedule for transactions involving 
payment terms of more than six months credit from the date of 
shipment is based on a for ward projection of the normal premium 
schedule, and takes into account the following additional factors:— 

(a) the length of the manufacturing period ; 

( b ) the spread of shipments and payments ; 

(c) the class of buyer (whether public or private) ; and 

(d) the degree of specialisation of the goods. 

[Chapter XI, paragraph 21 (3)] 

(9) Where an exporter offers for cover under a single policy 
a large volume of exports, he should be allowed a small rebate in 
the premium charged, depending on the spread of risk and the 
saving in administrative work. Conversely, an exporter who 
wishes to exclude from his policy shipments to one or more 
markets must expect, if his proposal is accepted, to be charged 
somewhat higher rates of premium than if he had insured all his 
good and bad markets together. 

[Chapter XI, paragraph 22] 

(10) An estimate of the expenses of the insurance organisation 
should be prepared as also of the premiums likely to be collected 
in the first five years of the working, and on that basis expense 
loading to the risk premium can be arrived at. 

[Chapter XI, paragraph 23] 

Structure of the Indian Export Credit Insurance 
Organisation. 

15. (1) A study of the structure of credit insurance 
organisations in other countries shows that the organisation can 
be :— 

(a) a government department; or 

( b) a corporation owned by the State ; or 

(c) a private company acting for and on behalf of the State. 

There is no private company in India transacting credit 
insurance business even for home trade. So far as the Indian 
organisation is concerned, the choice lies between a Government 
Department and a State-owned Corporation, 

(Chapter XII, paragraph 2.3 and 4) 
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The widespread view of the trade should be accepted that the 
work of the Indian organisation should be entrusted to a Cor¬ 
poration wholly owned by the State. 

(Chapter XII, paragraph 5) 

(2) The Corporation should be named Export Risks Insurance 
Corporation. 

(Chapter XII, paragraph 6) 

(3) The Corporation should be set up with the following 
objects 

(a) for the purpose of encouraging, facilitating and de¬ 
veloping trade with other countries, it may make 
arrangements for giving guarantees to or for the benefit 
of persons carrying on business in India, being guarantees 
in connection with the export, manufacture, treatment, 
or distribution of goods, the rendering of services or 
any other matter which is conducive to the said 
purpose ; 

(f>) for the purpose referred to in (a), it may make arrange¬ 
ments for giving guarantees to or for the benefit of 
persons residing in, or belonging to a foreign country, 
being guarantees in connection with goods exported or 
services rendered from India ; 

(c) it may give facilities for financing exports ; 

(d) it may act as agent of the Government to 

(i) give guarantees beyond its scope which are considered 
by the Government as necessary in national interest; 

(ii) acquire any securities (which expression includes bor.ds, 

stocks, shares, bills and promissory notes) which the 
Corporation has guaranteed, hold any such security 
for such period as may be directed by the Government, 
collect any sum falling due whether by way of 
principal or interest in respect thereof, and dispose of 
any such security at such time and in such a manner as 
directed by the Government; 

(e) it may do all such things as may be incidental to or 
consequential upon the carrying out of its object 
mentioned in clauses (a) to (b) above. 

[Chapter XII, paragraph 7!) 
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(4) The authorized and subscribed Capital of the Indian 
Corporation-should be Rs. 5 crores of which 10% should be paid up. 
This will enable the Corporation to carry at any time, a risk upto 
50 crores which. is considered to be the maximum that can b‘e 
achieved by the end of the first 5 years. 

[Chapter XII, paragraph 8] 

5. To infuse confidence in the mind of the exporters, it is 
necessary that every policy issued by the Corporation should carry 
Government guarantee. 

[Chapter XII, paragraph 8] 

6. The management of the affairs of the Corporation should 
vest in a Board of Directors consisting of seven members including 
either a whole-time Chairman or a whole-time Managing Director. 
The Directors may delegate powers for day to day administration 
to the principal officer whether he be the Chairman or the 
Managing Director. 

[Chapter XII, paragraph 9] 

7. There should be an Advisory Council consisting of not 
more than 21 members represting the export trade, banks engaged 
in financing exports, various Export Promotion Councils and 
Commodity Boards. This Council will advise the Corporation 
regarding the insurance needs of the export trade, the changes 
taking place in the export trade and the steps to be taken to 
provide for new conditions. The Advisory Council may elect 
two members to be appointed as Directors of the Corporation. 

[Chapter XII, paragraph 10] 

8. The registered and main office of the Corporation should 
be at New Delhi. The Corporation may open branch offices and, 
where nectssary, set up Local Advisory Boards to help and 
advise the Branch Offices appoint brokers to introduce business 
and appoint agents elsewhere than in India for enforcing any right 
that, as a result of contract of an insurance, may have vested in 
the Corporation. 

[Chapter XII, paragraph 11] 

9. The Corporation may borrow monies, raise loans, and for 
that purpose, if necessary, may issue and sell bonds and debentures 
bearing such rates of interest and subject to such terms and con¬ 
ditions as the Board of Directors may approve. 

[Chapter XII, paragraph 12] 
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Miscellaneous 

16 (1) Export credit insurance would appear to fall under the 
definition of ‘‘miscellaneous insurance business" given in section 
2 (13BJ of the Insurance Act, 1938 (IV of 1938). The Indian export 
credit insurance organisation would be a Corporation wholly owned 
by the state and as such would appear to be exempted under 
section 118 of the Insurance Act. In case business done by the 
Goverment through a corporation owned by it is held to be not 
any insurance business carried on by the Central Government, a 
change in the Insurance Act will be necessary. 

[Chapter XIII, paragraph 1] 

(2) Since premium rates are to be kept confidential, if any rule 
or regulation requires an exporter to show the premium paid sepa¬ 
rately in any return or statement, suitable amendment should be 
made to such rule or regulation- 

[Chapter XIII, paragraph 2] 

(3) Every policy issued by the Corporation should have clauses 
to the following effect 

(a) The Proposal and Declaration thereto shall be incorpo¬ 
rated with this policy as the basis thereof and if any of 
the statements contained in the Proposal or Declaration 
be untrue or incorrect in any respect, this policy shall 
be void, but the Corporation may retain any premium 
that has been paid ; 

(b) Due performance and observance of each and every 
stipulation contained herein and in the Proposal and 
Declaration thereto shall be a condition precedent to any 
liability of the Corporation hereunder. 

(4) The export credit insurance organisation being a non¬ 
profit making concern, reserves built up should not be treated as 
profit in the commercial sense and should not be made liable to 
income-tax. For this purpose necessary legislative or administia- 
tive action should be taken. 

[Chapter XIII, paragraph 4] 

(5) The premiums paid by an exporter to the Export Risks 
Insurance Corporation should be an allowable deduction for the 
purposes of income tax. 


[Chapter XIII, paragraph 5] 



(6) The Indian Export Risks Insurance Corporation should 
become a member of the UNION D’ASSUREURS POUR LE 
CONTROLE DES CREDITS INTERNATIONAUX (Union of 
Insurers for the Supervision of International Credits). 

[Chapter XIII, paragraph 6] 

(7) The attention of the Committee has been drawn to various 
difficulties which appear to be retarding the development of the 
export trade. These are outside the terms of reference of the 
Committee. Nevertheless, they have been included in the sum* 
maries of the written and oral evidence in Appendices VI and VII, 
with a view to effective steps being taken by Government to 
resolve them. 


[Chapter XIII, paragraph 7] 
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NOTE OF DISSENT 


On an examination of all the relevant circumstances, I regret 
that it is not possible for me to accept without reservation ail the 
conclusions set out in the report. I am therefore' obliged-to 
append this note of dissent. While it is common ground that an 
Export Credit Guarantee Scheme will be of considerable assistance 
in any programme for the expansion of the export trade of the 
country, I have grave doubts whether the scheme of insurance 
outlined in the report, under which exporters will take out cover 
on a voluntary basis, will be successful in actual working. The 
general pattern of the country’s foreign trade as has been shaped 
by historical circumstances and the various interests prominent in 
the field severely limit the scope of any such scheme in India on a 
voluntary basis. 

The conditions for the success of any such scheme are 

(1) adequate volume of business, and 

(2) proper spread of risks. 

The second to some exteht is dependent on the first, but in 
export credit insurance, spread of risks requires special attention 
as there is a tendency for concentration of risks, and, under a 
voluntary scheme, there is likelihood ofi ,: adverse selection and 
unhealthy concentration of risks in certain markets. Where, as in 
India, the export trade to particular countries is almost exclusively 
controlled by particular concerns which have built up connections 
over a long period, d voluntary scheme of insurance is likely to 
leave the proposed Export Credit Guarantee Corporation with a 
residue of bad risks, thus prejudicing its eventual success- 

The suggested scheme of insurance will, cover a variety of 
political, and commercial risks to which exports are subject, and 
will be available to those who ask for it. But those who do so 
will be expected to insure all their exports over a stipulated 
period. But, at the same time, it is provided that an exporter may 
be permitted to exclude his exports to any one country or to 
anyone or more buyers, provided what is left after the exclusion is, 
in the opinion of the organisation, a proper spread of tisks 



Exports paid for by irrevocable letters of credit will, in any 
case, be excluded Irom the scope of the scheme. The same applies 
to exports by concerns in India to their associates abroad, so far as 
the commercial risks are concerned. It is a point for consideration 
whether what will be left after these substantial exclusions will 
provide for either an adequate volume of business or a reasonable 
spread of risks. 

On a close examination of such data as are available, I am 
inclined to think that the residual business available to the 
proposed Export Credit Guarantee Corporation will be totally 
inadequate and will not justify the launching of such a venture 
under the auspices of the State unless an element of compulsion 
is enforced. 

The total value of exports trom India in 1955 was of the 
order of Rs. 600 crores. It has been estimated that, out of this, 
60% of the exports are paid for by letters of credit and will not 
come under the scope of the scheme. Excluding this and allowing 
for possible expansion of exports, the upper limit of business 
available for insurance has been estimated to be of the order of 
Rs. 300 crores. But there are other categories of business which 
may also have to be left out. So, under a voluntary scheme, the 
actual amount of business offered for insurance will be much 
smaller. This may necessitate a high rate of premium, thereby 
handicapping the Indian exporters, particularly the smaller ones, in 
foreign markets. 

One of the important witnesses stated in his evidence that the 
big Indian Exporters did not take kindly to the intrusion of small 
traders into the field of export business, it is hardly likely that 
they will take more kindly to an Export Credit Scheme which 
will help the small man to consolidate his position and cover his 
risks with the help of insurance. The evidence led on behalf of 
the principal commercial organisations concerned with the export 
trade in important items like tea, jute, textiles, etc,, only serves 
to strengthen doubts on this score. 

Taking into consideration the facts that- 

(a) small and new exporters need protection against 
exporters ’ risks and the bigger exporters, and 



fb) the scheme must work on a self-sufficiency basis, 

I recommend that the scheme should be made forthwith 
compulsorily applicable to all those commodities where major 
portion of exports are on credit basis. If the Government do not 
consider it appropriate to introduce the scheme on a compulsory 
basis, it may be advisable to confine the scheme only to political 
risks and leave the remaining field open for exploitation by private 
enterprise. 


New Delhi 
26th June, 1956, 


5. C. Roy, 



APPENDIX I 

DRAFT EXPORT CREDIT CUARANTEE SCHEME 
CIRCULATED IN 1955 

By 

MINISTRY OF COMMERCE & INDUSTRY 



APPENDIX I 


[Reference Chapter I, Paragraph 2] 

Draft Export Credit Guarantee Scheme circulated in 1955 

by the Ministry of commerce & Industry to the Export 
Advisory Council and certain Trade Organisations 

The proposal for an Export Credit Guarantee Scheme to stimu¬ 
late exports was discussed at the Export Advisory Council Meeting 
held on 29-11-1953. It was also considered that the Scheme should 
be suitably adopted to insure the foreign buyer also against the 
defaults of the Indian exporter. The opinion of the trade was divid¬ 
ed but it was decided to examine the proposals in detail. 

2. The objects of the scheme would be twofold :— 

(i) To remove the exporter’s fear in regard to losses result¬ 
ing from circumstances which are beyond his control and 
which are not ordinarily accepted as insurable risks by 
Insurance Companies. 

(ii) To remove the importer’s fear in regard to the fulfil¬ 
ment of contractual obligation by the Indian Exporter. 

3. Export Credit Guarantee Schemes are in operation in some 
foreign countries, such as U. K., France, etc. The U. K. Scheme 
is mainly intended to safeguard the exporter against certain con¬ 
tingencies, e-g. 

(U insolvency of the foreign buyer ; 

(ii) the failure of the buyer to pay for delivered goods within 
12 months of due date ; 

(iii) exchange restrictions or the shortage of exchange in the 
buyer’s country ; 

(iv) the occurrence of war ibetween the buying and the 
selling country; 

(v) the occurrence of war, hostility, rebellion, revolution, 
etc., in the buyer’s country ; 

(vi) the incurring of irrevocable extra delivery charges occa¬ 
sioned by a diversion of voyage ; 

(vii) any other cause of loss outside the selling country which 
is beyond the control of the exporter or the buyer. 
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The risks referred to above, are guaranteed under what is known 
as the ‘"shipments Policy"'. In the case of contracts policy an 
additional risk, namely :— 

“The cancellation or non-renewal of an export licence or 
the imposition of restrictions on the export of goods, not 
previously subject to licence"’, 

is also covered. In the United Kingdom the guarantee is operated 
by a Department of the Government. It issues policies of insurance 
which provide cover or guarantees against the major risks of over¬ 
seas trading, charging a moderate premium for the service. The 
department does not seek to make profits. Its object is to obtain 
a premium income sufficient only to cover its expenses and the cost 
of claims and to provide a reserve for contingencies. The depart¬ 
ment has always adhered to the principle that exporters must retain 
interest in their export obligations and policy holders are, there¬ 
fore required to take at least 10 or 15 per cent of the risk according 
to the nature of the cause of loss. 

4. In France the working of the insurance Scheme has been 
entrusted to the Compagnie Francaise D’ Hasmance Pour Le 
Commerce Exterieur and Subscriptions can be made against the 
following risks :— 

(i) Political, catastrophic and monetary risks, as well as 
export/import risks and in a general way, risks resulting 
from credit transactions with foreign countries ; in this 
case the alaove firm is supported by a Government 
guarantee. 

(ii) Ordinary trade risks (Bankruptcy in connection with 
the external trade transactions)—in this case the above 
firm works under the control of the State and in some 
cases with the Government’s financial help. 

5. There are also separate schemes to guarantee the exporter 
up to a certain percentage of the loss resuting from market surveys, 
advertisement, stock holdings and increase in production for pur¬ 
poses of export, 

6. As far as exports from India are concurned, we often find 
that there are instances of non-fulfilment of contracts, failure to 
supply the goods according to sample, short delivery, non-confor-. 
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mity with specifications, inadequate packings, etc. It may, therefore, 
be necessary to extend the scope of the Guarantee Scheme and 
provide for insuring the foreign importers against failure on the 
part of the Indian exporters to fulfill the terms of the contract, 

7. In the scheme to be adopted in India, provision can be 
made for guarantees to be issued : 

(i) to compensate any foreign importer, where he has been 
able to establish a legitimate claim against an Indian 
exporter; 

(ii) to compensate the exporter under a “shipments policy" 
against:— 

(a! the insolvency of the buyer, 

(b) failure of the buyer ro pay for the goods within 
12 months, 

fc 1 ) exchange restrictions or changes in the value of 
currency in the buyer’s country, 

(d) the occurrence of war, rebellion, etc,, in the buyer’s 
country, 

(el the incurring, in respect of goods shipped from India, 
of any additional handling, transport or insurance 
charges which are occasioned by r interruption or 
diversion of voyage outside India and which is not 
recoverable from the buyer, 

(f) any other cause, if any, not within the control of the 
buyer or the seller which arises outside India. 


8. We may also provide for issuing guarantees to compensate 
the exporter under a “contracts policy" for covering all the risks 
mentioned in item (ii) of the previous paragraph as well as well as 
the following : — 

(a) risks due to sudden changes in the import policy of 
the foreign countries resulting in non-shipment from 
India. 



100 


(b) risks due to non-fulfilment of contracts for reasons 
beyond the control of exporter, e. g. non-availability 
of transport, 

(c) risks due to enhancement of export duties subsequent 
to entering into a contract, 

(d) risks due to cancellation without notice of a draw¬ 
back scheme under section 43 B of the sea Customs 
Act Subsequent to the entering into a contract; 

(e) cancellation of export licenses, except when such 
action is taken by way of imposing a penalty on the 
licence holder, 

(f) imposing of restrictions on the export of any commo¬ 
dity not originally subject to such restriction, 

9- The insurance cover proposed above would apply only to 
those exporters who have registered themselves with the insurance 
Organisaion by giving an undertaking that all their consignments 
will be offered for insurance cover before shipment. It will, how¬ 
ever, be open to the insurance Organisation to refuse to guarantee 
any particular consignment or to accept only part of-the risk 
and thereupon the exporter would be free to export them without 
an insurance guarantee. 

10. The U. K. and French Schemes contemplate the guarantee 
being given by Department or agency of the Government directly 
to exporters. In the circumstances obtaining in India it may not 
be possible for the Government Department to undertake insu¬ 
rance. However, a Central Insurance Organisation may be set up for 
this purpose. A special law may have ti be enacted for this purpose 
so that the newly set up organisation would not be caught up 
within the ambit of the Insurance Act. The above mentioned 
Insurance Organisation will utelise the services of the various Export 
Promotion Councils or other commercial bodies interested in export 
trade to carry out its functions for insurance. In other words the 
Exports Promotion Council or commercial bodies would be acting 
as the agents of the Central Insurar.ee Organisation in the matter 
of daily contacts with the exporters. 

11, In case of a guarantee to a foreign importer the Insurance 
Organisation would, on receipt of a premium from the exporter 
(who will act on behalf of the importer for this purpose), issue a 
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policy in the name of the importer guaranteeing to compensate 
the said foreign buyer when he established a ligitimate claim 
against the Indian Exporter. It will be deemed that such a claim 
has been established when the matter has been settled by arbi¬ 
tration by a recognised association or an Export Promotion Coun¬ 
cil for the commodity in question, provided such arbitration has 
been conducted in accordance with the rules and regulations 
drawn up by the above bodies. In the event of the importer 
thus establishing a claim aginst the exporter, he will be paid by the 
Insurance Organisation. Such payments will be made by the Orga¬ 
nisation direct to the foreign importer provided that the latter 
makes over his right against the exporter to the said Insurance 
body which will in turn endeavour to recover the amount from 
the exporter by all means at its disposal. The Export Promotion 
Councils or commercial organisations which act as the agencies 
of the Insurance body would also assist in recovering the said 
amount. It will be observed that the Insurance Organisation will 
have to bear the loss only if the exporter is unable to pay on 
account of his bankruptcy etc. 

12. As regards the guarantee to the exporter for the 
risks already enumerated in paragraphs 7 & 8, the Insurance body 
acting through the agency of the Export Promotion Councils or 
commercial bodies will issue guarantees to the extent of F0% of the 
goods shipped or contracted for, as the case may be. The balance 
20% of the risk will have to be borne by the exporter in any case. 

13. Although the guarantees are being issued by the Central 
Insurance Organisation, it has been provided in the scheme that 
the Export Promotion Councils or other commercial bodies will 
act as the agencies of the Insurance Organisation for the purpose 
of keeping in close touch with the exporters. This is likely 
to be advantageous not only from the point of view of the exporters 
because they would be in close touch with these agencies, but also 
from the point of view of the Insurance Organisation because the 
Export Promotion Councils and the commercial bodies can be 
expected to have full “status information" regarding individual 
importers in the foreign countries, as well as exporters in India. 
Close contacts will have to be maintained with commercial banks 
to maintain the “Status information” referred to above. The terms 
of agency and other conditions governing relations between the 
Insurance Organisation on the one had and the Export Promo- 



102 

tion Councils and commercial bodies on the other can be drawn 
up by mutual agreement between the two. 

14. The Insurance organisation after it has been set up can 
consider whether it can embark upon other guarantee schemes, 
such as. : 

(i) a guarantee, in lieu of a bank guarantee provided for 
under the Central Excise Rules at present in respect 
of goods on which an excise duty is levied (e.g. 
Cotton Textiles) 

(ii) Guarantees to cover the loss, if any resulting from: 

(a) Market surveys, 

(b) advertisement and propaganda in foreign countries, 

(c) stock holding in commodities where quick delivery is 
essential, 

(d) increase in production for the purpose of exports. 
However, it is noc contemplated that these schemes 
should be taken up immediately. It would be better 
for the Insurance Organisation to gain, sufficient experience 
in the work before its activities are spread out. 



APPENDIX II 

Reference Chapter I, Paragraph 6 

QUESTIONNAIRE ISSUED TO EXPORTERS 


The Meaning of Export Credit Guarantees 

Export Credit Guarantee Schemes are in operation in about 
a dozen foreign countries. The objects of such schemes are to help 
the exporters to : 

(a) sell on competitive credit terms in world markets, 

( b ) protect their bad debts, 

(c) recoup their working capital by claiming for any blocked 
accounts receivable, and 

( d) assist in financing their export sales. 

2. The main risks which these Export Credit Guarantee 
Schemes cover are ; 

(a) the insolvency of a foreign buyer ; 

(b) portracted default in payment by the buyer after he has 
accepted the goods ; 

(c) blockage of funds or transfer difficulties which prevent 
the Indian Exporter from receiving payment - 

( d) war of revolution in the buyet’s country : and 

(e) any other cause beyond the control of both the exporter 
and the buyer which arises from events occuring outside 
India, e. g., cancellation of import licences or imposition 
of import restrictions on goods not previously subject to 
licence. 

3. The Government of India are anxious to provide Indian 
exporters the same benefits which are available to the exporters 
of other countries and which help them to place the Indian 
exporters at a disadvantage in competing with them. They have 
accordingly appointed this Commitee to recommend an export Cre¬ 
dit Guarantee Scheme best suited to this country. The Committee 
requested you to answer the enclosed questionnaire as fully as 
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possible, and send at least two copies of your replies, typed on 
only one side of the paper, not later than the 29th February 1956. 

4. On behalf of the Committee, I am to assure you that the 
details of the information supplied by you will be treated as 
strictly confidential. If this questionnaire reaches you through a 
Chamber of Commerce or other trade Association, you have the 
option’to send the replies to the Committee directly. 

T. S. Ramaswami 
Member Secretary. 

Export Credit Guarantee Committee, 

Institution of Engineers (India) Building, 

Mathura Road (Near Hardinge Bridge), 

New Delhi. 

January, 1956. 

This date was at the request of the Trade Organisations, 
extended subsequently to the 15th March 1956 and later 
to the 7th April 1956, 

THE QUESTIONNAIRE 

Note : — 

(i) You will please answer either all the questions or 
.only those questions which directly concern you as 
a manufacturer/exporter/banker. 

(it) please send at least two copies of your answers. 

(tit) your answers may be typed on only one side of the 
paper. 

(1) Are you a manufacturer, an exporter or a banker ? 

(2) Please give your name and address in full. 

(3) To what country or countries do you export goods ? 
Please indicate against each country the class or classes of goods 
that you export to that country, 

Please as far as posiible. give the value of goods you 
exported to each during the last three years. 

4. (a) Are all the goods you export produced and/or manu¬ 
factured in India? Or, does any part of your exports consist of 
re-exports of Imported goods? If the latter, please state whether 
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the goods imported are fully manufactured outside India. In the 
case of partly manufactured goods, please state whether they are 

(i) Packed, 

(«) processed, 

(in) assembled or fully manufactured 

in this country before they are exported. 

(b) Do you carry on overseas business by buying goods from 
one foreign country and shipping them directly to another foreign 
country ? 

5. In the case of exports of goods manufactured in this country 
please state;- 

( a) whether the goods you export are manufactured for a 
particular market, or whether these can be sold in more 
than one market; 

( b ) whether these are specially manufactured for a particular 

buyer or buyers. 

Also, please state ( i ) the period between the date of commence¬ 
ment of manufacture and the date of shipment, and (») the 
percentage of your total exports which falls under class («) and 
class (b) separately. 

6. How do you organize yor foreign trade? By 
(i) direct sales, or 

(it) foreign auctions, or 

(iit) consigment stocks overseas? 

7. What are your normal terms of shipment, i.e, f.o.b., c.i.f., 
or otherwise? 

8. Is marine insurance policy on the goods exported taken in 
India by you or taken by the buyer in his Own country ? Where 
marine insurance is done in the importing country, is it done by 
mutual arrangement, or is it necessitated by the laws and/or trade 
customs prevailing in the importers’ country ? Please name the 
countries in which the laws or the trade customs require insurance 
in the importing country. 

9. Will you please state the approximate number of your 
credit accounts and the usual credit limits? 
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10. Are the contract prices for goods exported fixed on the 
basis of Indian or foreign currencies ? If the latter, please state 

(a) your experience in the past five years regarding fluc¬ 
tuations in the rates of exchange, 

( b) whether you cover yourself against adverse fluctuations. 

If so, what arrangements for such coverage are available 

to you ? 

11. Do you export goods on the basis of :— 

(i) pre-payments, or 

(ii) confirmed or unconfirmed irrevocable letters of 
credit, or 

(iii) documents on arrival, or 

Civ) do you offer credit terms ? 

12. If you allow credit terms to your buyers, please state 
whether you draw 

fa) D/P bills, 

(b) acceptance bills, or 

(c) allow open credit. 

What are the normal and maximum periods allowed in each foim 
of payment ? 

13. Are the credit terms uniform or do these vary from 
country to country or from one class of goods to another class? 
Please give the information separately for each country and the 
kinds of goods exported to that country. 

14. What steps do you take to satisfy yourself about the 
financial position, status and business dealings of your buyers? 
Through what sources do you collect the relevant information ? 
Have you any arrangements to review 1 the financial position, status 
and business dealings of the buyers from time to time ? 

15. In case of non-payment, what machinery do you employ to 
enforce payments due to you from your foreign buyers ? 

16. Da your agreements with buyers in foreign countries 
provide for disputes, if any, being settled by arbitration ? If so, 
do you name the arbitrators in advance, or are these appointed if 
and when a dispute arises ? Who generally act as arbitrators in 
various countries ? Are they selected from the trade or are they 
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appointed by trade organisations ? Please give, as far as possible, 
information regarding all countries to which you export separately. 

17. What has been your experience in the last five years 
regarding losses accruing because of the failure of the buyer to 
pay for the goods after accepting the same, due to ;— 

(a) his insolvency, or 

(b) his failure to pay for reasons other than his 
insolvency ? 

Please give your losses separately for each country for each class of 
goods. 

18. If you are a producer or a manufacturer, do you export 
direct or through any Merchants, Clearing Houses or Managing 
Agents in India ? In case you are not exporting directly, who 
would suffer loss if:— 

(i) the overseas buyer became insolvent; or 

(ii) his import licences were cancelled ? 

19. If you are a merchant, clearing house or managing agent, 
would you or the manufacturer/producer suffer loss if— 

(i) the overseas buyer became insolvent; or 

(ii) his import licences were cancelled ? 

20. Have you at any time suffered any loss due to— 

(a) occurrence of war, hostilities, rebellion, revolution, or 
civil commotion insurrection or other disturbance in 
the buyer’s country; or 

(b9 imposition of new import licensing restrictions in the 
buyer’s country; or 

(c) cancellation of the import licence of the buyer; or 

(d) prevention of, restrictions on, or delay in the transfer 
of money (Indian currency! to India; or 

(e) the incurring, in respect of goods shipped from India, 
of any additional handling, transport or insurance 
charges which are occasioned by interruption or 
diversion of voyage outside India and which are 
not recoverable from the buyer; or 

(f) increase of freight and | or marine insurance charges 
on c.i.f. contracts; or 



108 


(g) any other cause, if any, not within the control of the 
buyer or the seller which arises outside India ? 

Please give your losses separately for each country for each class 
of goods. 

21. In case of exports of goods which have been specially 
manufactured for a buyer, have you ever suffered any loss 
because of— 

(a) your inability to fulfil the contract for reasons beyond 
your control, e.g., non-availability of transport; 

(b) enhancement of export duties; 

(c) cancellation of export licences; 

(d) imposition of restrictions on the export of any 
commodity not originally subject to such restrictions ? 

22. Are your buyers private firms or do you export goods to 
Government or semi-Government institutions or public utility 
corporations ? 

23. If your buyers are Government or semi-Government 
institutions or public utility corporations, please state whether 
credit is allowed; and, if so, the period for which it is allowed. 

24. In connection with the export of goods or otherwise, do 
you undertake any installation or other technical services 
overseas ? If so, please state the usual terms of payment and the 
currencies in which payment is to be received. 

25. Is any method available to you for protecting yourself 
against risks attendant on export ? 

26. In the course of jour export business, has any of your 
customers ever refused to accept goods, alleging that 

(a) the goods were not of the quality contracted for ; 

(bj the goods were not according to the specification; 

(c) the delivery was delayed beyond the time stipulated; 

(d) the goods were short of the quantity contracted for ? 

If so, how was the dispute settled ? 

27. In case the goods had been sold on credit and the buyer 
for any reason had refused to accept the goods, how did you dispose 
of the goods and did you suffer any loss ? 
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Please state your experience of such losses for the last five 
years. 

28. How do you finance your export contracts 

(a) during the manufacturing period, 

(b) during the period for which credit is given to your 
buyers ? 

29. Do you consider that you can increase your export 
trade:— 

(a) by agreeing to longer credit for payments: 

(b) by holding stocks overseas; 

(c) by advertising or by market research in countries to 
which you are not at present exporting; and 

(d) if greater facilities were available regarding export finance? 

30. Please state in which country or countries you face 
competition. Please also state if the competition is general or is 
confined to any particular class or classes of goods, and whether 
the competion is from the manufacturers in the country itself or 
from exporters from other countries. Do you suffer any disadvan¬ 
tage in meeting this competition ? What assistance do you need 
to overcome this competition ? 

31. Please state whether, in the course of your export trade, 
you have experienced any difficulty other than those refered to in 
the various questions above. 



APPENDIX III 

(Reference Chapter 1, Paragraph 6) 

Special Questionnaire issued to Banks 

Government of India 
MINISTRY OF COMMERCE AND INDUSTRY 


Institution of Engineers Buildings, 
Mathura Road (Near Hardinge Bridge) 
No. ECGC/Q(1)56 New Delhi, the 1st February 1956, 

The Manager, 

All Foreign Exchange Banks and Schedule ‘A’ 

Banks vide Appendix IV (2) 


Dear Sir, 

I enclose herewith a copy of the Questionnaire issued by the 
Committee to all Chambers of Commerce and Trade Associations. 
You will observe that some of the questions are directed to elicit 
from the trade information regarding the mechanism of export 
financing and collection of foreign credit accounts. While the 
individual exporter may be in a position to furnish this information 
to the Committee so far as his particular business is concerned, the 
Committee believes that a brief account of the experience of your 
institution in a wide field of export trade and export financing will 
be most valuable to the Committee in its assessment of the extent 
and types of risks inherent in credits granted by Indian exporters. 
The Committee will,therefore, greatly appreciate if you will be 
good enough to give the benefit of your views on the questionnaire 
in general and the following points in particular :— 

1. How is the export trade through various ports organised ? 
Do manufacturers export direct or through merchants, clearing 
houses or managing agents ? In the latter case, who carries 
the export risk ? 

2. What are the principal commodities exported from various 
ports ? 
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3. What proportion of these goods are sold on each of the 
following terms : 

(a) confirmed irrevocable letters of credit 

( h ) tenor bills, documents against payment. 

(c) cash against documents overseas, 

(d) open credit or acceptances ? 

4. Do terms of credit vary for different classes of goods ? 

5. How do exporters normally finance 

(a) production of goods, 

(h) credit after shipment ? 

6. Do banks ever make advances on shipments without 
recourse to the shipper ? 

7. Where payment is by C. I. L. C., how do the banks check 
with the exporters having fulfilled the terms of credit ? Are banks 
ever concerned with co nplaints of quality, specification or q lantity ? 

8. What are the normal terms of shipment ff. o. b. c. i. f„ cr 
otherwise), ? Who arranges marine insurance ? 

9. Is there any entrepot trade through various ports ? 

10. In what currency is payment normally made to the 
exporters ? Where payment is made in a foreign currency, can an 
expartec protect himself against exchange fluctuations ? 

11. What are the principal difficulties in financing the export 
trade encountered by : 

(a) Manufacturers, 

( b ) Merchants, 

(c) Bankers ? 

2 The Committee will be grateful if your reply is sent before 
the 29th February. 1956. 

Yours faithfully 

T. S. RAMASWAMI 
Member-Secretary. 


End :— 
Questionnaire 



APPENDIX IV 


[Reference Chapter 1, Paragraph 6] 


(1) List of Chambers of Commerce and Trade Associations 
through whom the questionnaire to individual exporters was 
distributed, and who were requested themselves to submit memo¬ 
randa on the points raised in the questionnaire. 

(1) (a) List of indivdual manufcturers/exporters who submitted 
detailed replies to the Committee’s main questionnaire. 

(2) List of Banks in India to whom the special questionnaire 
was sent along with the questionnaire for exporters. 

(3) List of State Governments, Heads of Government Depart¬ 
ments and offices, co operative and other institutions, and 
individuals, to whom the exporter’s questionnaire was 
forwarded and/or who were requested to supply informa¬ 
tion on the various or specific points raised in the 
questionnaire - 

A. — State Governments. 

B. — Export promotion Councils and other all India Insti¬ 

tutions, 

C— Development Counsils for Industries. 

D— State Government offices and other institutions. 

E— Port Trusts. 

F— Individuals and firms to whom the exporter’s Ques¬ 
tionnaire was directly sent by the Committee (i.e. 
apart from those who received the Questionnaire 
through trade organisation.) 

(4) Circular letter to Chambers of Commerce and Trade 

Associations. 

(5) Circular letter to Export Promotion Councils and All-India 

institutions, 

(6) Circular letter to all State Governments. 

(7) Circular lettqc to port Trusts regarding loading berths. 



APPENDIX IV (1) 
(Reference Chapter I, paragraph 6). 


List of Chambers of Commerce and Trade Associations through 
whom the questionnaire to individual exporters was distributed, 
and who were requested themselves to submit memoranda on the 
points raised in the questionnaire. 


Note —(2) Organizations who have replied or submitted memo¬ 
randa on the questionnaire have been marked one 
asterisk. 

(2) Organizations who have nothing to add to the replies 
submitted by their constituents have been marked 
with two asterisks. 

(3) Organizations who did not reply to the Committee’s 
letter or questionnaire have been left without asterisk 
mark. 

A 

Africa & Overseas Merchants’ Chamber, 31, Peoples Buildings. 

4th floor, Phirozshah Mehta Road, Bombay. 

Agra Merchants’ Chamber Ltd., Bari Kothi, Belanganj, Agra. 

■"Agricultural Machinery Dealers & manufacturers’ Association of 

India, Partap Building. Connaught Circus, Post Box 269, New 

Delhi. 

Ahmedabad Cotton Merchants’ Association, Maneke Chowk, 

Ahmedabad. 

Ahmedabad Mill Gin Store Merchants 1 Association, Ahmedabad. 

*Ahmedabad Mill-owners’ Association, Lai Darwaza, Ahmedabad. 

’Aligarh Lock Traders’ Association, Aligarh. 

All India Bobbin Manufactures’ Association, 5, Ali Chambar, First 

Floor, Tamarind Lane, Fort, Bombay-I. 

*A11 India Exporters’ Association, Churchgate House, Churchgate 

St., Fort, Bombay. 

All India Food Preservers’ Association, 210, Chawri Road, Girguam, 

Bombay, 
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All India Glass Dealers’ Syndicate, Below Coronation Hotel 
Chandni Chowk, Delhi, 

All India Glass Manufacturers’ Association, Top Floor, Plaza 
Cinema, Connaught Circus, New Delhi. 

All India Glass Merchants Association, 116, Abdul Rehman Street, 
Fort, Bombay, 

*A11 India Manufacturers’ Organisation, Industrial Assurance 
Building, Opposite Churchgate Street, Fort, Bombay. 

All India Oilseeds Growers’ Association, Bibulrolu (S. India) 

*A11 India Plastic Manufacturers’ Organization, Chowpatty 
Chamber, Sandhurst Bridge, Bombay—7. 

All India Radio Merchants’ Association, Fateh Manzil, Opera 
House, Bombay. 

All India Sindwork Merchants Association, Commissariat Bldg., 
231, Hornby Road, Bombay. 

Amritsar Knitters’ Association, Bazar Kathian, Amritsar. 

’Andhra Chamber of Commerce, Andhra Chamber Building, 2723 
Angappa Naick Street, Madras. 

’Andhra Handloom Weavers' Cooperative Society Ltd., 
Vijayawada. 

’Andhra State Exporters’ & Importers’ Association, Ellore Bazar, 
Guntur. (Andhra State), 

’Associated Chamber of Commerce of India, Royal Exchange, 
Calcutta. 

Association of Indian Industries, Industrial Assurance Building, 
Opposite Churchgate Station, Bombay. 

’Association of Merchants & Manufacturers of Textile Stores & 
Machinery, Sir Vithaldas Chambers. Top Floor, 16, Appolo Street. 
Fort, Bombay, 

Association of Rubber Manufacturers’ in India. 57 B Free School 
Street, Post Box No. 391, Calcutta, 

Automotive Manufacturers Association of India, 102 A Netaji 
Subhas Road, Calcutta. 

B 

♦Bengal Chamber of Commerce & Industry, Royal Exchange, Post 
Box No- 280, Calcutta. 

Bengal Millowners’ Association, 2, Church Lane, Calcutta. 
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Bengal National Chamber of Commerce, Mission Row Extension. 
First & Second Floor, Calcutta. 

Berar Chamber of Commerce, Rajasthan Building, Akola. 

Bezwada Commercial Association. Bezwada. 

Bharat Chamber of Commerce, Calcutta. 

* 

Bihar Chamber of Commerce, 195 Harrison Road, Calcutta. 

Bihar Chamber of Commerce, Patna. 

Bihar Food Industries Association. P. Box No. 7, Patna. 

Bihar Industries Association. P. Box No. 7 Poona. 

‘Bombay Chamber of Commerce, Mackinnon Mackenzie’s Building, 
Ballard Estate, Bombay. 

Bombay Industries Association, C/o Kamani Metal Alloys Ltd., 
Agra Road, Kurla, Bombay. 

‘Bombay Millowners' Association, Patel House, Churchgate Street, 
Bombay. 

Bombay Oilseeds Exchange Ltd., Janabhai Building, Masjid Bunder 
Road, Bombay. 

•‘Bombay Piecegoods Merchants Association, Seth Moolji Jetha 
Cloth Market Hall, Bombay. 

Bombay Shroffs’ (bankers) Association Ltd., 233, Shroff Basar, 
Bombay. 

Bombay Woollen Piecegoods Merchant's Association, Seth Moolji 
Jethas’ Cloth Market Hall, Bombay. 

Bombay Yarn Merchants’ Association & Exchange Ltd , 111, 
Chawla Building, Tamba Kauta, Bombay. 

C 

Calcutta Traders Association, 18-H Park Street, Stephens Court, 
Corner of Middleton Row, (Near the E. Wood) Calcutta. 

’The Calcutta Jute Fabrics Shippers Association, Post Box No. 
280, Royal Exchange, Calcutta. 

•Calcutta Tea Merchants’ Association, Calcutta. 

•‘Calcutta Tea Traders’ Association, Calcutta. 

Calicut Chamber of Commerce, Calicut. 

Central Council of Refrigeration and Air Conditioning Traders 
Association of India, Post Box No. 563, New Delhi. 
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Central Organisation for Oil Industry and Trade 281-83, Narsi 
Natha Street, Bhat Bazaar, Bombay. 

Chamber of Commerce, Trichur. 

Chamber of Commerce. Nagapattam. 

**Cochin Chamber of Commerce, Post Box No 16, Cochin. 
Coimbatore Chamber of Commerce, Coimbatore. 

D 

Deccan Manufacturers’ and Employers' Association, 43, Shivaji 
Nagar, Sangli. 

Delhi Chamber of Commerce. Dilbar Building orginal Building 
Paharganj, Delhi. 

Delhi Hindustan Mercantile Association, Chandni Chowk, Delhi. 

E 

Eastern Chamber of Commerce, 15, Clive Road, Calcutta. 

‘East India Cotton Association Ltd., Cotton Exchang, Building, 
Kalbadevi Road, Bombay. 

East India Tobacco Federation, Post Box No. 1258, 2/6 Second 
Lane Madras. 

East Punjab Technicians Association, House No. 745 B/ll. Mina 
Bazar, Ludhiana City. 

Electric Merchants Association. Vithal Syana Building, No. 2, Lohar 
Chawl, Bombay. 

Engineering Association of India, 102-A Netaji Subhas Road, 
Calcutta. 

‘Engineering Association of North India. G.T. Read, Batala. 

F 

‘Federation of Biscuit Manufactures of India, 17 Alipur road, 
Delhi. 

Federation of Commerce and Industries, 352, Sultan Bazar, Indore, 
city. 

'Federation of Gujrat Mills and Industries, Baroda, 

♦Federation of Indian Chambers of Commerce and Industry, New 
Delhi. 

G 

Godavari Chamber of Commerce, Coconada. 
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•Grain and Oilseeds Merchants Association, 80-82 Masjid Bunder 
Road, Bombay. 

•Guarat Vepari Mahamandal, Gujrat Samachar-Building, Kanpur, 
Ahmedabad. 

Guntur District Cooperative Marketing Federation, Kothepath, 
Guntur. 

H 

Hindustan Chamber of Commerce, Madras. 

Hyderabad (Dn) Chambers of Commerce and Industries, 
Hyderabad (Dn), 

I 

^Indian Bristle Merchants Association. Mahatma Gandhi Road, 
Kanpur. 

Indian Camber of Commerce, 23-BNetaji Subhash Road, Calcutta. 

•Indian Chamber of Commerce, 73, Oppanakara Street, Coim¬ 
batore. 

Indian Chamber of Commerce, Mattancheri Post Office Cochin 
•Indian Chamber of Commerce, Guntur (S. India). 

Indian Chamber of Commerce, Dina House, First Floor. 5 A, 
Duddel Street, P. B. No. 2742, Hongkong. 

Indian Chamber of Commerce, 72, Ann wongse Road, Bangkok 
Siam). 

Indian Chamber of Commerce, P. B, No. 1038. Singapore. 

•Indian Chamber of Commerce, Tuticorin ($• India). 

•Indian Chemical Manufacturer’ Association, 12, Netaji Subhas 
Road, Calcutta. 

Indian Coal Merchants Association, P. B, No. 7, Patna. 

Indian Colliery Owners Association, P. B. No. 70, Dhanbad, 
Manbhum. 

Indian Economic Association, School of Economics and Sociology, 
University of Bombay, Bombay. 

Indian Electrical Manufacturers Association, 35, Stephen House 
4, Dalhousie Square, Calcutta, 

•Indian Engineering Association, Royal Exchange Building, Clive 
Street, Calcutta. 
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Indian Jute Fabrics Shippers’ Association, 23/24 Radha Bazar 
Street, Calcutta. 

’Indian Jute Mills Association, Royal Exchange Building, Clive 
Street, Calcutta. 

Indian Lamp Factories Association, P-U, Mission Row Extention, 
Calcutta. 

Indian Leather Federation, Melvesharam ( North Arcot Distrct ), 
Madras. 

Indian Manufacturers Export Association, Nath Brothers, Kashi 
House, Connaught Place, New Delhi. 

’Indian Merchants Chamber, Laiji Naranji Memorial, Indian 
Merchants Chamber Building, Back Bay Reclamation, Fort Bombay 

’Indian Mining Association, 2, Clive Street. Calcutta. 

Indian Mining Federation, 15, Clive Street, Calcutta. 

Indian Motion Picture Producers’ Association. Sandhurst ’Building, 
Sandhurst Road, Bombay 

’Indian Non-ferrous Metal Manufacturers Association. Calcutta, 
Indian paper Mills Association, 23-B Netaji Subhas Road, Calcutta. 
Indian Produce Association. 402, Upper Chitpur Road, Phool 
Ketra, Calcutta 

’Indian Rope Manufacturers Association. Calcutta. 

Indian Rubber Industries Association, Rahirotoola House, Homji 
St. , Bombay. 

Indian Sugar Mills Association, 102-A Clive Stree, Calcutta. 

’Indian Tea Association, 2, Clive Street, Calcutta. 

Indo-Pak Trade Board, Queens Road, Amritsar. 

Iron Steel & Hardware Merchants Chamber of India, K.T. Building 
Broach Street. Opposite, Victoria Docks, Blue Gate, Bombay 

Italian Chamber of Commerce for Great Britain & Commonwealth, 
11/30 Mount Road, Madras, 

J. 

Jaipur Chamber of Commerce, Johari Bazar, Jaipur City* 

K 

Kanara Chamber of Commerce, P.O. Box No. 116, Bunder, Mangalore 
S, Kanara Dist. 

Karnatak Chamber of Commerce, Hubli. 
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L. 

Leather Goods Manufaturers & Dealers Association, 157 Princess 
Street, Bombay. 

Lucknow Merchants Association, 32, Aminabad park, Lucknow. 

M. 

*Madhya Bharat Millowners Association-11, South Tukaganj, Indore. 

Madhya pradesh Chamber of commerce, Surya Villa, Temple Road 
Civil Station, Nagpur. 

Madhya Pradesh Millowners Association, Post Box No.3, Nagpur. 

"■Madhya Pradesh Mineral Industry Association, Dhanwantry Cha¬ 
mbers Sitabuldi, Nagpur. 

*Madhya Pradesh Mining Assciation, C/O C.P. Manganese Ore 
Company Ltd. , P. O. Box No, 8, Nagpur . M. P. 

’Madras Chamber of Commerce , Dare House, First Line Beach, 
Madras. 

’Madras Kirana Merchants Association’ 210 , Govindapa Naick 
Street. G.T. Madras. 

Madras Mica Association Gudur, Nellore. 

Madras Oil & Seeds Association, P. Box No,1639, No.320, Linghi 
Chetty Street, Madras. 

’Madras Piecegoods Merchants Assciation. Godown Street, Madras. 
’Madras Provincil Handloom Cloth Merchants Association, 63, 
Armenian Street, G.T. Madras. 

Madras Trades Associotion, Mount Road, Madras. 

Madrass Yarn Merchants Asscciaticn 2/6, Mint Street, Park Town 
Madras, 

’Madurai-Ramnad Chamber of Commerce- S0-92, East Avanimoola 
Street, Mathurai. (Madras) 

Mahakoshal Chamber of Commerce, Jubbulpore. 

Maharashtra Chamber of Commerce, 12, Rampart Row, 3rd Floor, 
Fort .Bombay. 

Maharashtra Karkhandar Sargh . ( Maharashtra Manufacturers 
Association ) , 952 Sadashiv Peth, P.B. No. 33, Poona. 

Mahratta Chamber of Commerce & Industries, 587/9, Shukrawar 
Peth, Tilak Road, Poona. 

’Malabar Chamber of Commerce, Calicut. South India 
Malwa Chamber of Commerce, 49, Sitalmote Bazar, Indore City. 
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Maskati Cloth Market Association, Railway Pura, Post Eox No, 
32, Ahmedabad. 

Merchants Association, Shyamganj, Bareilly. 

Merchants Chamber of Commece, 173, Harrisson Road, Calcutta. 
Merchants Chamber of United Provinces, 13/23 Civil Lines, Kanpur 
Mill Gin Store Merchants Association. 1G9-111, Nagdevi Street, 
Bombay. 

Mining, Geological & Metallurgical Institution of India, 27, 
Chowranghee, Calcutta. 

Motion Pictures Society of India, Sandhurst Buildii g, Sandhurst 
Road, Girguam, Bombay. 

Motor Vehicles & Allied Merchants Association, 1/135, Mount 
Road, Madras. 

Mysore Chamber of Commerce, Bangalore. 

Mysore Oodhabadhi Manufacturers' Association, Mysore Chamber 
of Commerce Building, Kempegowada Road, Bangalore. 

N 

Nagpur Chamber of Commerce Ltd., Near Cotton Market, Nagpur. 
National Chamber of Commerce & Industries, Belanganj Agra. 
North Malabar Chamber of Commerce, Cannanore. (North 
MalabarX 

Northern Indian Hosiery Manufacturers Corporation, Ludhiana. 
Northern India Chamber of Commerce, Desi Beopar Mandal, 
Ambala Cant. 

Northern Travancore Chamber of Commerce, Alwaye. 

O 

Orissa Chamber of Commerce, Chandni Chowk, Cuttack. 

P 

Panchkuva Cloth Merchants Association, 518, Panchkuva, Bombay., 
Paper Traders Association, 54, Sitar Chawl, Bombay. 
Pharmaceutical & Allied Manufacturers & Distributors Assn., 
Savoy Chambers, Wallace Street, P. B. No. 24, Bombay. 

**Poona Merchants Chamber, 185, Bhawani Peth, Poona. 

Punjab and Delhi Chamber of Commerce, Scindia House, 
New Delhi. 
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Punjab Federation of Industries, Amritsar. 

**Punjab Merchants Chamber, Sadar Bazar, Delhi. 

Punjab Textile Manufacturers Association, Ahluwalian, Amritsar. 

R 

Rajasthan Chamber of Commerce & Industry, Johari Bazar, 
Jaipur city. 

"■Roller Flour Millers’ Federation of India, Scindia House, Curzon 
Road, P. O. Box 24, New Delhi. 

S 

Salem District Chamber of Commerce, Salem. 

**Saurashtra Chamber of Commerce, Mahatma Gandhi Road, 
Lokhand Bazar, BJiavnagar. 

Saurashtra Industrial Co-operative Association, Sorathia Boarding 
House, First Floor, Para Bazar Road, Rajkot. 

Saurashtra Millowners’ Association, Dhrangandhra House, 
Surendragarh. 

Scientific & Surgical Traders’ Association, 128. Princess Street, 
Bombay. 

*Silk Merchants’ Association. Kalbadevi Road, Bombay. 

Silk Merchants Chamber of Commerce, Banaras. 

Silk Millowners’ Association, Bhagalpur. 

South India Cashewnut Manufacturers Association, Quilon 
(S. India). 

South India Iron & Hardware Merchants Association, Catholic 
Centre, 2, Armenian St., Madras. 

South India Soap Makers Association, Edo, Cochin. P. O. Cochin. 
*South India Tanners & Dealers Association, Ranipet. 

"■Southern Indian Chamber of Commerce, Madras. 

"South India Skin & Hides Merchants Association, Syndenhams 
Road, Periamet, Madras. 

Southern India Wool & Goathair Exporters Association, No. 6, V.V. 
Koil Street, Pariamet,Madras. 

Southern Indian Millowners Association, Race Course, Coimbatore. 
Surat Chamber of Commerce. Surat. 

T 

Tamil Chamber of Commerce, 119, Armenian Street, Madras. 



122 


‘Tamilnad Foodgrains Merchants’ Association, Ltd., Madurai. 
“Tea Trade Association of Cochin, P. O. Box No. 16, Fort, 
Cochin. 

Textile Manufacturers’ Association, Queens Road, Amritsar. 
Travancore Chamber of Commerce, Alleppey, (Travancore). 
Travancore Coir Mats & Matting Manufacturers Association, 
Alleppey. (Travancore). 

“Tuticorin Chamber of Commerce, Tuticorin. 

Tuticorin Trades Association, Bead Road, Tuticorin. 

U 

Upper Assam Chamber of Commerce, P. O. Jorhat. (Assam), 

Upper India Chamber of Commerce, Civil Lines, Kanpur. 

United Chamber of Trade Associations, Katra Rathi, Nai Sarak, 
Delhi. 

United Provinces Chamber of Commerce, Kanpur. 

United Planters Association, South India, “Glenview”, Coonoor. 

V 

Vanaspathi Manufacturers’ Association of India, 5th Floor, India 
House, Fort Street, Bombay. 

‘Vijaya Bharatha Chamber of Commerce Ltd., Virudhunagar. 
Vindhya Pradesh Chamber of Commerce, Satna. 

Virudhunagar Chamber of Commerce Ltd., Virudhunpgar. 

Vitreous Enamellers Association, Dharamtala Street, Calcutta. 

W 

West Coast Industrialists Association, Express Hotel Road, 
Kozhikode. 

Western India Chamber of Commerce, Bombay. 

‘Western India Minerals Association, Bombay. 

‘Western India Sheet Rollers Association, Kamani Chambers, 
Nicol Road, Ballard Estate, Fort, Bombay. 

‘Western India Tile Manufacturers' Association, Rosaria, Church 
Road, Mangalore. fS. India). 

‘Western U. P. Chamber of Commerce, Meerut, 
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List of individual manufactures/exporters who submitted detailed 
replies to the Committee’s mam Questionnaire. 


A 

Abdullabhai Abdul Kader. 206, Nagdevi St. Bombav-3. 

Abdullabhai Fidaalli & Company, “Fidaalli Building". 

1st Floor, 18, Princess Street, Bombay-2. 

Abdul Subhan Sahib & Sons, N., 6 V. V. Koil Street, Periarrent, 
Madras-3. 

Adcco Limited, 29/3 A, Chetla CenTal Road, Calcutta-27. 

A. E. B. (London) Ltd. P, 39, Princep Street, Calcutta-13. 

Ahmedabad New Cotton Mil!s-Co. Ltd., Post Box No. 9, Near 
Khokhra Mohmedabad. Ahmedabad. 

Ajit Radio Corporation, 34, Vithaldas Road, Lobar Chawl, 
Bombay-2. 

A,M. Ahmed & Co., 255, Linghi Chetty St., Madras-1. 

Alembic Distributors Limited, Laxmi Building, Sir Pherozshah 
Mehta Road, Fort, P. O. Box No. 213-A, Bombay. 

Allan M. Sadri & Co. (Regd,), 18/45, Mahatma Gandhi Road. 
Kanpur. 

Alleppey Company Ltd., Tac House, P.O. Box No. 3. Alleppy. 
Alliance Trading Corporation, Netaji Subhas Road, No. 47, 
Calcutta-1. 

All India Glass Works Private Ltd., Ill, Bhandari St„ Bombay-3, 
Amrut Oil Mills Ltd, Industrial Assurance Building Fort, 
Bombay-1. 

Anglo-French Drug Co. (Eastern) Ltd. 24/26, Tardeo Road Bombay-7 

Art Home, 165 A, Love Lane, Byculla, Bombay-27. 

Ashar Textiles Ltd., Post Box No. 17, Avanasi Road, Tirupur. (S. 
S. India) 

Appadurai S., & Co. 251, Poonamalle High Road, Periamet, Madras-3 
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B 

Bachhraj Factories Ltd., 51, Mahatira CarcTi R(td, Tut, Fcst 
Box No. 179, Bombay-1. 

Bangalore Woollen Drugget Manufactures, 14, Tannery Road, 

Bangalore-1. 

B. C. Nawn & Bros Ltd., 7, Bowbazar Street, Calcutta-12. 

Bengal Chemical and Pharmaceutical Works Ltd,, 94, Chittaranjan 
Avenue, Calcutta-12, 

Bengal Immunity Co. Ltd., 153, Dharamtala Street. Calcutta-1. 

Best & Co. Ltd., (Minerals Department), Post Box No. 63, Madras-1. 
Best & Co Ltd., (Skins and Hides Deptt.) P. Box No. 63, Madras-1. 
Bhavnagar Vegetable Products Ltd., Bunder Road, Bhavanagar, 
Bihar Cottage Industries, Gulzarbagh, Patna. 

Bijli Cotton Mills Ltd., Mendu Gate, Hathras. 

Bijli Product's (India) Ltd., 36, Lamington Road, North Byculla 
Bombay-8. 

Bird & Co. Ltd., M/A Kumardubi Fireclay & Silica Work s Ltd., 
Chartered Bank Buildings, Calcutta-1, 

Bombay Dyeing and Mfg. Co. Ltd., State Bank Building, Bank 
Sreet, Fort Bombay-1. 

Bombay Mercantile Company, 109, Musjid Bunder Road, Gaya 
Building, Bombay-3. 

Bombay Trading Co. Ltd., (Textile Export Division), State Bank 

Annexe Building, 2nd Floor, Bank St,, Bombay-1. 

Bombay Trading Corporation, 7-A, Botawala Building, Fort, 
Bombay-1. 

Boorugu Viswanadham Bros., Post Box No. 71, Guntur. (S. India) 
B.R. Limited, Empire House, Hornby Road, Bombay-1. 
Bhaskar-Kini M,, & Co., 4/20A Palhkadau, Bazar Road, Post Box 
No. 10, Cochin-?. 

C 

Calcutta Wax Traders & Co. Ltd., 22, Bonfield Lane Calcutta-1. 
Campbell & Co. (South India) Ltd. P O. Box No. 45, Cochin-1. 
Carona Sahu Co. Ltd , 143, Mahatma Gandhi Road, Bombay-1. 
Cawnpore Dyeing & Cloth Ptg. Co. Ltd.. P, O. Box No. 73, Civil 
Lines, Kanpur, 

Century Spinning & Manufacturing Co. Ltd., Industry House, 159, 
Churchgate Reclamation, Bombay—1 
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Chamanlal Sarabhai & Co.. Tribhovan Market, Ahmedabad—2. 
Chandulal Kanji & Co., 86, Doi tad Street, Musjid Bunder Road, 
Bombay —9. 

Charankattu Coir Manufacturing Co. Ltd., Shertallay, P. B. 7, 
T. C. State, (S. India) 

Chari & Chari Ltd., 2/6, Second Line Beech, Madras. 

Cbinubhai Rasiklal & Company, Raipur, Parbadis Pole, 
Ahmedabad—1. 

Cocoa Carpet & Rug Manufacturing Co., Shertallay (S India) 
Coimbatore Cotton Mills Limited, Singanallur P. O., Coimbatore. 
Coimbatore Spinning & Weaving Co. Ltd., Post Box No. 24, 
Coimbatore. 

Commercial Emporiun Post Box No. 195, Alleppey. (T. C. State) 
Commonwealth Trust Ltd,. Kozhikode, Malabar. (S. India.) 

Continental Commercial Co, 75, Tamarind Lane, Fort, 
Bombay—1. 

Cooper Engineering Ltd., Satara Road—S. Rly. (Bombay State). 

Cottage Industries Corporation, Gandhi Mansion, New Silk Bazar, 
Kalbadevi Road, Bombay—-2. 

Cotton Agents Ltd., 159, Churchgate Reclamation, Bombay—1. 

D 

Damodar Khet'ey, 15, Military Square Lane, Fort Bombay. 
Daulatram Rameshwarlal, 178, Harrison Road. Calcutta—7. 

D. A. V. Hosiery Factory L^d., 171— A, Harrison Road, Calcutta. 
Delhi Cloth & General Mills Co. Ltd , BaraHindu Rao, Post Box 
No. 1039, Delhi. 

Delhi Glass Works Limited, P. O, Malaknagar (via) Ghaz'abad. 
Distt. Meerut. (U. P.) 

Dhanji Ladhbhai & Co, Dadar Galli, Mulji Jetha Market, 
Bombay—2. 

Dhanpatmal Jawaladas, Court House, Carnac Road, Bombay—2. 
Dhansukhlal & Co., 15/23. Ganesh Wadi, Sheik Memon St., 
Bombay—2. 

Doongursee & sons, Maneckji Wadia Building, 127, Mahatma 
Gandhi Road, Fort, P. O, Box No. 890, Bombay—1. 

Dwarkadas & Co, Ltd,, Rajmahql, Bhuleshwar, Bombay—2, 
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Dialdas M., & Sons, 190, Princess Street, Bombay—2. 

Danlaxmi Vilas Cashew Co., Quilon. 

E 

Eastern Export Company (Bombay) Ltd , 60, Forbes Street, Fort, 
Bombay—1. 

Elgin Mills Co. Ltd., P. O. Box No. 11. Kanpur. 

Estrela Batteries Limited, Yusuf Building, Veer Nariman Road, 
Bombay—1. 

Export Credit Corporation Limited, 12, Noble Chambers, 1st Floor, 
Parsee Bazar Street, Fort, Bombay—1. 

F 

Fairdeal Corporation Ltd., 142—48, Ghodbunder Road, Jogeshwari, 
Bombay—42. 

Friedrich Marx, No. 1, Taylors Road, Kilpauk, Madras—10 

Futehally & Co., 19, Bank Street. Fort Bombay—1. 

G 

G. A. Randherian Limited, 16, Ganesh Chandra Avenue, 5th Floor, 
Calcutta—13. 

General Mill Stores Co. Ltd., 8, Alii Chambers, Tamarind Lane, 
Bombay—1. 

Geotze (India) Ltd., Partap Building Connaught Circus, P. O. Box 
No. 187, New Delhi. 

G. G. Dandekar Machine Works Ltd., Engineers and Iron 
Founders, At Post—Dandekarwadi, Bhiwandi, Dist, Thana, 
Bombay. 

G. G. Industries, Agra, 

G. L. Jaipuria, Post Tumsar, Dist, Bhandara. (M. Pradesh) 
Gnanambikai Mills Ltd. , Gnanambikai Mills P.O. , Coimbatore. 
Goculdas & Company Ltd. , 453/57, Kalbadevi Road, Bombay-2, 
Godrej & Boyce Mfg. Co, Ltd., Lalbaug, Parel, Bombay 12. 

Gogga Gurusanthiah & Bros, , Mine Owners & Exporters, Sandur. 
(Bellary Dist.) 

Gold Filled Leather Works, Post Box No. 2181, Princess Street, 
Bombay-2. 

Gopiram Poddar & Co., 135, Canning Street,Calcutta-1. 

Govermal Lilaram. 625-A, Nariman Building, New Silk Bazar. P, O, 
Box No, 2561, Bombay-2, 
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Govindhram Brothers Ltd , 139, Medows Street, Fort Bombay. 
Gramophone Company Ltd., Post Box No. 48. Calcutta 
Gopinathan k, Nair & Co„ Quilon. 

Govt. Soap Factory, Banglore. 

Govt, Sandal Oil Factory, Mysore. 

H 

Haji Sk Md. Husain Md. Jan, 20, Tiretta Bazar Street, Calcutta-12 
Hanuman Oil Mills, Shree Niketan. 86-A. Marine Drive. (Subhas 
Road N.) Bombay-2. 

Hanuman Trading Company Ltd. , Imperial Bank Building, Bank 
Street, Fort, Bombay- 

Haran Co npiny (India) Ltd. 3rd Floor, Noble Chamber, 116 
Parsee Bazar Street. Fort Bombay-1 

Harilal Manilal & Co. 316, Kalbadavi Road, Bombay-2 
Harisons & Crossifield Ltd. Post Box No. 4, Cochin-1. 

Harisons & Crossifield Ltd., Post Box No. 4. Quilon- 
Harsukhdas Jodhraj & Co., 112, New Chinch Bunder Road, P.O. 
Box No, 5004, Bombay-9. 

Hassanand Gopaldas, Behram Mahal, 534, Kalbadavi Road, 
Bombay-2 

Heera Trading Co. , New Silk Baxar. P, O. Box No. 2342, Bombay-2 

Hind Overseas Traders, Post Box No. ?3, Bhagalpur. 

Hindustan Vanaspati Manufacturing Co Ltd. Post Box No, 353’ 
Scindia House, Ballard Estate, Bombay-1 

H. J. Vrajlal & Co. Ltd., Nayasark Cuttack-2, (Orissa) 

H. N. pahilaj, P. O. Box 2315, Silk House, New Silk Bazar, 
Bombay-2, 

Hoo-ain Merally & Co. , 233, Nishanpada Road.Khuduk, Bombay-9. 
Hukamchand Mills Ltd,, 23/25, Champa Gully, M. J. Market, 
Bombay-2, 

I 

Indian Biselers, 247,China Bazar, Madras-1. 

India Industrial Works Ltd. , 55/1 Dharamtola Road, Salkia 
Howrah. 

India Leather Corporation LimiteJ, 9, Davidson Street, P. O, Box 
No. 1516' Madras-1 
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India Cements Limited, 11, Second Line Beach, Madras-1. 

Indian Cooperative Union Ltd. Export Section, Queensway, 
New Delhi. 

Indian Produce Co. Ltd, . State Bank Building. Bank St. , 
Fort, Bombay-1. 

Indo-Eastern Trading Co. Ltd., 23/24, Radha Bazar St. , Ca’cutta. 

Indian Vegetable Products Ltd,, Forbes Bldg., Home St., Fort 
Bombay. 

Inter-Asian Footwear Corporation, Hing-Ki-Mandi, Agra. 
International Export Import Co, ; Metropolitan Insurance House, 
278, Dr Dababhai Naoroji Road, Fort, Bombay-1. 

International Minerals, 11/13, Horniman Circle, Bombay-1. 

Isharsingh Kirpalsingh & Co., 3rd Floor, Barocha Building, 174, 
Bombay-2. 

Itco Ltd., Raja Woodmunt Street, Calcutta-1. 

J 

Jackaria Oosman & Co„ 4, Rajmohan Street, P. O. Box No-6773, 
Calcutta. 

Jatnnadas Juthibhai & Co. , 217, Samuel Street, Bombay-3. 

Jawahar Company, Gyanbapi, Post Box No. 37, Banaras. 

Jayalakshmi Mills Ltd,, Singannallur P. O (Coimbatore Dist.) 

J. B. Advani & Company Ltd.. P. O. Box No. 63, Cochin-2, 

Jeewanlal (1929) Limited, 31, Netaji Subhas Road, Post Box 
No. 2237, Calcutta-1. 

Jeewanlal (1929) limited, Library Building, Marine Lines, P. O. Box 
No. 562, Bombay-1. 

Jeewanlal (1929) Limited, 127, Mint Street, P. O. Box No. 1389, 
Madras-1. 

Jetalsar Oil Mill, Jetalsar. (Saurashtra). 

K 

Kadri Mills (CBE) Ltd., Post Box No. 19, Singanallur. 

Kailas Carpet Company, Dholpur House, Agra. 

Karimjee Trading Co. Ltd., Rahimtoola House 7 Homji Street, 
Post Box No. 1439, Bombay-1. 

Karsondas Ranchhordas, 66, Bazar Gate Street, Fort. Bombay-1. 
Kesaria Tea Co. Ltd., P. O. Box No. 48, Calvetty, Cochin-1, 

K. F. Kotwal & Son, 10/493, Tilaknagar, Kanpur, 



Kherochand Sons, Picket Road, P. O, Box No. 2267, Bombay-2. 
Khubchand Popli, 89-A, Dadi Sett Agiary St., Bombay-2. 

Kidarnath Kishanchand, 106, Medows Street, Fort, Bombay. 
Kirloskar Brothers Ltd., Kirloskarvadi, Dt. South Satara. 

Kirloskar Electric Company Ltd., 460/2, 18th Cross, Malleswaram, 
Bangalore-3. 

Kelukutty, K., Timber & Export Merchant, Kozhikode-2. 

Krishna & Co., New Colony, P. O. Box No. 5, Tuticorin. 

Krishna Flour Mills, Post Box No, 515, Bangalore-2. 

Krishna Kapoor & Co., Woodlands, The Mall, Amritsar, 

Kuoja Moti Jhima Gulpurvalu, 3A/1012, Venvaria Memo Road, 
Jamnagar. 

L 

Lakshmi Co. Ltd., Avanasi Road, Pappanaickenpalayam, Post Box 
No. 31, Coimbatore. 

Lakshmi Mills Co. Ltd , Post Box No. 16, Kovilpatti- 

Larsen & Toubro Limited, I. C. House, Dougall Road, Bellard 

Estate, Bombay-1. 

Laxmichahd Dayabhai (Export) Co., 77/87, New Bardan Lane, 
Bombay-3. 

Laxmichand R. Sanghvi, Vajir Fali, Jamnagar. 

Lever Brothers (Indial Ltd, Scindia House, Ballard Estate, 
Bombay-I 

Lokashanmugaperumal Ginning & Oil Mills, Shevapet, P. O. Box 
No. 255, Salem-2. 

Lotus Mills Ltd., Sundaraparam P. O. Podanur. 

M 

Mackar Pillai & Sons Ltd., Post Box No. 13, Alwaye. (S. India), 
Madhavlal & Co., 11, Ezra Street, Calcutta. 

Madhya Pradesh Mines Limited, 7, Council House St., Calcutta. 
Madhya Pradesh Mines Ltd., Kingsway, Nagpur. 

Madras Palayakat Co. Ltd., 31, Armenian St., P. 0. Box No. 181, 
Madras-1. 

Madras State Handloom Weavers’ Cooperative Society Ltd., 
34, Pantheon Road, Egmore, Madras-8. 

Madwra Company Ltd., Post Box No. 6, Fort, Cochin, 
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Madura Mills Co. Ltd., Post Box No, 35, Madurai. 

Mahavir & Co., 2/24A, Bazar Road, P. O. Box No. 152, Cochin-2, 

M-A. Mullick & Co., Rangoonwala Building, 91, Mohamedalli Road, 
Bombay-3. 

Manganlal & Company, 2, Portuguese Church Street, Calcutta-1. 
Martin & Harris Ltd., Mercantile Building, Calcutta-1. 

Matheson, Bosanquet & Co. Ltd., Post Box No. 26, Fort, Cochin. 
Mehta Brothers, 342, Naya Bans, Delhi-6. 

Metal Distributors Ltd., 38. Strand Road, Calcutta. 

Mettur Chemical & Industrial Corporation Ltd., Mettur Dam R.S., 
Salem Dist. 

Mettur Sandalwood Oil Company, Post Box No. 1, Metturdam. 
Mica Manufacturing Co. Ltd., 161, Muktaram Babu Street, P. O. 
No 6788, Calcutta-7. 

Michael, Frederick and Brothers, Alwaye. (T. C. State) 

Middle East Trading Co , 341, Samuel Street, 2nd Floor, Bombay-3. 

Midnapore Trading Co., 7, Pollock Street, Calcutta-1. 

M. L. Janardana Pillai, Ex. M. L. A., Chairman, The Alleppey 
Chamber of Commerce, Governing Director, The Orion Coir Mats 
and Matting Manufacturers Ltd., P. O. Box No. 19, Alleppey. 

M. L. Mansukhani & Co, Ltd, 36, New Hanuman Lane, Bombay-2. 

M. Moothadath & Sons, South Beach Road, P. O. Box No. 30, 
Kozhikode. 

Modern Agency, Coir Mats & Matting Manufacturers matting & 
Exporters Zillah Court, P. O. Box No. 16, Alleppey. 

Modi Spinning & Weaving Mills Co, Ltd., “And Reduced,” 
Modinagar. (U. P.) 

Moulana Company Limited, 52, Angappa Naik Street Post Box 
No. 294, Madras-1. 

Mulles and Phipps (India) Ltd., Post Box 773. Queen’s Mansion 
Road, Fort, Bombay-1. 

Murugappa Agencies Ltd., “Swastik House”, 106, Armenian 
Street, Madras-1. 

M. V. S. Row and Co., Tobacco Exporter, Guntur. (S. India) 
Mysindia Company, 1 & 2, Poonamalle High Road, Madras-3. 
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Mysore Lamp works Ltd., Malleswaram, Bangalore-3. 

N 

Naraindas B., Court House, 2nd Floor, Dhobi Talao, Bombay-2. 
National Import and Export Co,, P. O. Box No. 28, Bombay Bazar, 
Meerut. 

National Moulding Co. Ltd., 26, Uppar Chitpur Road, Calcutta. 
Navnitlal Gordhandas, Shetna Building, Kitchengarden Land 
Bombay-2. 

Near East Trading Co. (India), 32, Apollo Street, Corner Hamam 
Street, Fort, Bombay, 

O 

Odernamall P., & Co. 4, -Gondhandas Mohata Cloth Market, 
Palton Road, Bombay-1. 

P 

Pacific Minerals Ltd., 16, Hare Street, Calcutta-1. 

Padival & Sons, Mangalore-1. 

Pankaj Trading Co , 69. Bhandari Street, Mandvi, Combay-3. 

Patel G., dc Co, Ltd., 10, JacksonLane, Calcutta. 

Patel Cotton Co. Ltd., 6, Veer Nariman Road. Fort, Bombay-1 
Peirce, Leslie & Co. Ltd., Post Box No. 1, Cochin-1. 

Ponmudi Tea & Rubber Company Ltd., Terramia Estate, Kulla- 
kamby P. O., Nilgiris. 

Pagnon P.’ Company, 7, Colootolla'Street .Calcutta. 

Prabartak Commercial Corporation Ltd,. 61, Bowbazar Street 
Calcutta-12. 

Prashant Trading Company, 353-54, Samuel Street, Calcutta-16. 
Precious Leather Works, 273, E.R. Road, Bombay 2. 

Preroji Bhanji & Co., 2., Chinch Bunder, Bombay-9. 

Punjab Ivory Works, Darshani Gate, Amritsar. 

R 

Radhison G., 1st floor, Mehta Bulding, 26, Calicut St. Ballard Estate, 
Bombay-1. 

Radius H., & Company, 84/89, Anwarganj Station Road, Kanpur 
Rajalakshmi Mills Ltd. Singanallur P. O., Coimbatore Dist, 
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Rajkumar Mills Ltd. Indore (Madhya Bharat). 

Rajnikant & Co. (Cal.), 5, Bentinck Street, Calcutta-1. 

Raj Traders Ltd., Jaipur (Rajssthan). 

Rama Lakshmna & Co:, Cloth Merchants, Salem (S. (India). 

Ramji Virani (India) Ltd. 185, Bazargate Street; Bombay-1. 

Ramnarain Sons Ltd., Cotton Department, State Bank Annexe, 
Bank Street, P. O. Box No. 1456, Fort, Bombay—1. 

Rashtriya Metal Industries Ltd., Kurla Road. Andheri (East) 
Bombay—41. 

Royal United Carpet Factories Ltd., P. O. Box No. 23, Cochin. 

R. S. Seth Gopikisan Agarwal, Mining Proprietor & Exporter, 
Tumsar (Madhya Pradesh). 

Rubber Products & Moulding Co.. 9A, Bechulal Road, Calcutta. 

S 

Sales Products Overseas Ltd., 88—C, Old Prabhadevi Road, 
Bombay—28. 

Sarabhai Chemicals, Post Box No. 31, Wadi Wadi, Baroda. 

Savchand No. 134/36, Zaveri Bazar Bombay—2. 

S. C. Sanyal & Co., Ltd., 11, British Indian Street, Calcutta-—1 
Senairam Doongarmall, 138, Canning Street, Calcutta—1. 

Sharda Electric & Radio Co. Ltd., 159/63, Lohar Chawl, 
Bombay—2. 

Shiama Trading Company, 23, Darya Ganj, Delhi—7. 

Shivlal Hemchand Mehta, Nawanak Road, Rajkot (Saurashtra). 
Shivrajpur Syndicate Limited, Killick Building, Home sheet, 
Bombay —1. 

Shree Dhoraji Gin Mills Co., Gin-plot, Post Box No. 4, Dhoraji 
(Saurashtra), 

Shree Krishna Ltd., 20, Mangae Lane, Calcutta 

Shreeratn Durgaprasad, Tumsar, P. O., Dist, Bhandara (M. P,). 

Shree Shanmugar Mills Ltd., Sree Alagi Ltd., Rajapalayam. 

Shri Raghuvir Industries, 8, Mill Para, Rajkot. 

Sigma Trading Co. (India), Nafees Chambers, 3rd Floor, Carnac 
Road, G. P, O. Box No 841, Bombay—1. 

§otqasundaratp Mills Ltd., Post Box No. 134, Coimbatore, 



Sree Meenakshi Mills Ltd,, Tirupparankundram Road, Madurai. 

Sri Krishnarajendra Mills Ltd., Bangalore Road, Sri Krishna- 
rajendra Mills P. O., Mysore State, Mysore. 

Sri Palamalai Ranganathar Mills Ltd., Periyanaickenpalayam, Sri 
Raraakrishna Vidyalaya P. O., Coimbatore Dist. 

Sri Sarda Mills Ltd., Podanur. (Coimbatore Dist.) 

Sri Venkatesa Mills Ltd., Venkatesa Mills Post, Coimbatore Dist. 
Standard Pottery Works Ltd., P. O. Box No. 4, Alwaye (T. C. 
State). 

Subramany & Co., Post Box No. 16, Tuticorin (S. Indiab 
Sureshchandra Company, 64, New Bardan Lane, Bombay—3. 

Surash Prasad Niyogi, Editor, Economic Reformulation Series, 
12A/.4, Indra Roy Road, Calcutta—25, 

Surya Trading Corporation of India Ltd., 12/8, Western Extension 
Area, Karol Bigh, New Delhi. 

Swaika Oil Mills, .Pollock House’, 18/B, Brabourne Road, Calcatta. 
Swastik Oil Mills Ltd., P. O. Box No. 362, Bombay—I. 

Swasti Produce Co. Ltd , 74—76 Kazi Syed St, Bombay—3. 

Syed Alavi Jifri, P O, Box No. 16, South Beach Road. Kozhikode. 

T 

Textile Machinery Corporation Ltd., P. O. Belghurria Dist. 24, 
Parganas (West Bengal). 

Thalka Sports, 15—A. Basti Nau, Jullundur. 

T. K. Ramaier & Sons, 16, No. 1, Police Station Lane, Madurai. 
Tulsidas Khimji (Exporters & Importers), 46, Veer Nariman Road, 
Bombay—1. 

Tulsidas Tahilrara, M, J. Market, Bombay—2. 

U 

Umair & Co.. 241, Angappa Naick Street, Madras—1. 

United Glass Works Private Ltd., Ill, Bhandari Street, Bombay. 
United India Minerals Ltd., Harrington St., Calcutta—16. 

V 

Vadilal Limited, 72, Champa Galli, Bombay-2. 

Vasanta Mills Limited, Singanallur. (Coimbatore). 

Vasantrai Govardhandas & Bros., 75, Mohamedali Road, Bombay-3. 
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Veerabahu & Co,, 7, Vadi Street. Tuticorin. (S. India) 

Vegetable Products Ltd., 18, Netaji Subhas Road, Calcutta-1. 
Vijaykumar Mills Ltd,, Kalayamputhur P. O., (Via) Palani, (South 
India). 

Vijaya Mills Co. Ltd., Naroda Road, Ahmedabad. 

V. T. Kannappa Mudaliar Sons, No. 2, Nabi Khan Subadar St., 
Periamet, Madras-3. 

Vyas Brothers, 33, Nanabhai Lane, Churchgate St., Fort, Bombay-1. 

W 

Wassiamull Assomull & Co„ 3-A, Churchgate Street, Bombay-1. 
West Bengal Financial Corporation, P-11, Mission Row Extension 
Fifth Floor, Calcutta. 

Wheatley & Yate, Hakim House, 11 & 12, Jaffar Syrang St-, 
Madras-1. 

Winover Traders, 160-D, Naoroji Road, Bombay-1. 

Y 

Yoosuf Sagar Abdulla & Sons Ltd., Post Box No 34, South Beach 
Road, Kozhikode (Malabar). 



APPENDIX IV (2) 

(Reference Chapter I, Paragraph 6,) 

List of Banks in India to whom the special Questionnaire was 
sent along with the Questionnaire for exporters 

Note ;—(1) Those who have sent detailed replies or other memo¬ 
randa have been marked with one asterisk, 

(2) Those who have no comments to make because they 
are not dealing in foreign exchange, have been marked 
with two asterisks. 

(3) Those branches of some banks who have replied 
through their Head Offices, have been marked with 
three asterisks. 

A 

**Ajodhia Bank Ltd., Fy 2 abad. 

Allahabad Bank Ltd., Western India Chamber of Commerce 
Building, 232-34, Kalba Devi Road, Bombay. 

Allahabad Bank Ltd., 6 & 7, Royal Exchange Place, Calcutta. 
American Express Co-, Inc., 364, Hornby Road Bombay 
**American Express Co., Inc., Calcutta. 

’Andhra Bank Ltd., Masulipatnam. 

B 

’Benaras State Bank Ltd., Benaras City. 

Bank of Assam Ltd., Shillong. 

’Bank of Baroda Ltd., Zaveri Bazar, Fort, Bombay. 

Bank of Baroda Ltd., Baroda. 

’’’Bank of Baroda Ltd., 18, Netaji Subhas Road, Calcutta-1. 

Bank of Bihar Ltd., Patna. 

**Bank of Bikaner Ltd., Bikaner. 

Bank of China, Warden House. Sir Pherozshah Mehta Road, Bombay 
*Bank of China* 15, Barbourne Road, Calcutta-1. 

'Bank of India Ltd., Mahathma Gandhi Road, Fort, Bombay. 

"’Bank of India Ltd,, 23-B, Netaji Subhas Road, Bara Bazar, 
Calcutta. 

♦*Bank of Indore Ltd, Indore. 

Bank of Jaipur Ltd., Bombay. 
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Bank of Jaipur Ltd..Jaipur, 

“Bank of Maharashtra Ltd., Poona-2. 

Bank of Maharashtra Ltd.. Fort, Bombay. 

Bank of Mysore Ltd., 24-26, Dalai Street, Bombay-1. 

Bank of Mysore Ltd., Bangalore City. 

Bank of Nagpur Ltd., Wardha, 

“Bank of Poona Ltd., Poona Ctiy. 

Bank of Rajasthan Ltd,, Post Box No. 20, Jaipur City. 

Bank of Rajasthan Ltd , Udaipur. 

Bank of Tokyo Ltd., Fort House, Dadabhai Naoroji Road, Fort, 
Bombay. 

"Bank of Tokyo Ltd,, 5, Clive Raw, Calcutta. 

"‘Bareilly Corporation (Bank) Ltd., Bareilly. 

Belgaum Bank Ltd.) Belgaum, 

“Bharatha Lakshmi Bank Etd., Madras 

Bombay Mercantile-Co-operative, Bank Ltd., Mohd-Ali Road, 
Bombay-3. 

The British Bank of the Middle East, Calcutta. 

C 

•Canara Bank Ltd., (Foreign Dept.), Post Box No. 292, Fort, 
Bombay-1. 

‘“Canara Bank Ltd,, Mangalore-3. 

Canara Banking Corporation Ltd.. Fort, Bombay. 

Canara Banking Corporation Ltd., Udipi. 

“Canara Industrial and Banking Syndicate Ltd., Rahimtoola House, 
Homji Street, Fort, Bombay. 

Canara Industrial & Banking Syndicate Ltd., Udipi. 

•Central Bank of India Ltd., Jamnagar. 

* Central Bank of India Ltd., Mahatma Gandhi Road, Fort, 
Bombay. 

•Central Bank of India Ltd., Madras. 

‘Chartered Bank of India, Australia and China Ltd., Mahatma 
Gandhi Road, Fort, Bombay, 

‘Chartered Bank of India, Australia and China Ltd., 31 
Chowringhee Road, Calcutta—16. 

‘Chartered Bank of India, Australia and China Ltd., 4, Netaji 
Subhas Road, Calcutta. 
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—Chase Manhattan Bank Inc., New India Assurance Buildings, 
Mahatma Gandhi Road, Bombay. 

"Comptoir National D’escompte De Paris, French Bank Building, 
62, Homji Street, Fort, Bombay—1. 

"""Comptoir National D’ escompte De Paris, Stephen House, 4, 
Dalhousie Square East, Calcutta. 

D 

Daximni Brahman Co-operative Bank Ltd., Jayant Nivas, Girgaum 
Road, Bombay. 

*Devkaran Nanjee Banking Co., Ltd., Drvkaran A/anjee Buldings. 
Elphinstone Circle, Fort, Bombay. 

E 

"Eastern Bank Ltd., Corner of Vir Nariman Road & Hornby Road, 
Fort, Bombay, 

"Eastern Bank Ltd., 14, Netaji Subhas Road, Calcutta —I. 

F 

-First National City Bank of New York, Bombay Mutual Building, 
293, Dada Bhai Naooji Road, Fort, Bombay. 

First National City Bank of New York, Bombay Mutual Building, 
9. Brabourne Road, Calcutta. 

G 

Gadodia Bank Ltd., Kalbadevi Road, Bombay. 

"Grindlays Bank Ltd., Mint Road, Bombay—1. 

""Grindlays Bank Ltd., 6, Church Lane, Calcutra—1. 

H 

Hind Bank Ltd,. Lakshmi Buildings, Sir Pherozshah Mehta Road, 
Fort, Bombay—1. 

"Hind Bank Ltd., 9, Royal Exchange Place, Calcutta—1. 

Hindustan Commercial Bank Ltd.. Kanpur. 

"Hongkong & Shanghai Banking Corporation, 16, Vir Nariman 
Road, Bombay—1. 

Hongkong & Shanghai Banking Corporation, 31, Dalhousie Square, 
Calcutta, 

Hyderabad State Bank Ltd., New India Life Assurance Buildings, 
Mahatma Gandhi Road, Fort, Bombay. 



’’Hyderabad State Bank Ltd., Hyderabad Dn. 

Hindustan Commercial Bank Ltd., 10, Clive Row, Calcutta—1. 
’’Hindustan Merchantile Bank Ltd., Calcutta 

I 

’’’Indian Bank Ltd,, United India Buildings, Sir Pherozshah Road, 
Fort, Bombay. 

’Indian Bank Ltd., Indian Bank Buildings, 17, North Beach Road, 
Madras—1. 

’’’Indian Overseas Bank Ltd., Elphinston Buildings, Vir Nariman 
Road, Fort, Bombay. 

’Indian Overseas Bank Ltd., Esplanade, Madras—I. 
’’Indo-Commercial Bank Ltd., Madras. 

*Indo-Mercantile Bank Ltd., Cochin. 

Ismalia Co-operative Bank Ltd,, Ismalia Bank Buildings, Sandhurst 
Road East. Bombay—9. 

’Indian Banks Association, Devkaran Nanjee Buildings, 17, 
Elphinston Circle, Fort, Bombay—1 

J 

’’Jodhpur Commercial Bank Ltd., 207, Kalbadevi Road, Bombay. 
Jodhpur Commercial Bank Ltd., Jodhpur. 

Jodhpur Commercial Bank Ltd., Calcutta. 

K 

Karnani Industrial Bank Ltd., 3, Synagogue Street, Calcutta. 
’’Karur Vysya Bank Ltd., Karur. 

Karur Vysya Bank Ltd., Madras. 

’’Kumbakonam Bank Ltd., Kumbakonam. 

L 

Lakshmi Bank Ltd., Akola. 

Lakshmi Commercial Bank Ltd., Delhi. 

’Llyods Bank Ltd., Bombay. 

Lloyds Bank Ltd., 29 Netaji Subhas Road. Calcutta. 

M 

Mercantile Bank of India Ltd., 52*66, Mahatma Gandhi Road, 
Bombay. 

’Mercantile Bank of India Ltd., Clive Buildings, Netaji Subhas 
Road, Calcutta-1. 



"“Metropolitan Bank Ltd.. 7, Chowringhee, Calcutta. 

Miraj State Bank Ltd., Miraj. 

N 

Nadar Bank Ltd., Tuticorin 
’’Narang Bank of India Ltd., New Delhi. 

"“National Bank of India Ltd., Bombay 

’National Bank of India Ltd., 19, Netaji Subhas Road, Calcutta-1. 
’"“National Bank of Lahore Ltd,, Delhi. 

’Nederlandsche Handel Bank, 1, Metts chappij N. V. Veer Nariman 
Road, Bombay. 

’’Nedungadi Bank Ltd,, Robinson Road. Kozikhode. 

Netherlands Trading Society, Pollock House, 18 A, Brabourne Road, 
Calcutta-1. 

New Bank of India Ltd., Amritsar. 

’’New Bank of India Ltd., ‘K’ Block, Chowdhary Building, 
Connaught Circus New Delhi. 

New Citizen Bank of India Ltd., Sir Vithaldas Chambers, 16, Apollo 
Street, Fort, Bombay. 

’’Oriental Bank of Commerce Ltd., Delhi. 

**Oudh Commercial Bank Ltd!, Fyzabad. 

P 

Palai Central Bank Ltd., Palai (T. C, State). 

’’Pandyan Bank Ltd., Madurai. 

’’Prabhat Bank Ltd., Delhi. 

’’Pratap Bank Dtd., Delhi. 

Presidency Industrial Bank Ltd,. Poona, 

Punjab Co operative Bank Ltd., Amritsar- 

’’’Punjab National Bank Ltd., Karimjee House, Sir Pherozshah 
Mehta Road, Bombay. 

’Punjab National Bank Ltd., Underhill Road, Delhi. 

Punjab and Sind Bank Ltd., Amritsar. 

’’Punjab Co-operative Bank Ltd-, Jullundur City. 

R 

’’’Reserve Bank of'India, Calcutta 
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♦Reserve Bank of India, Department of Research and Statistics, 
Bombay, 

S 

Sangli Bank Ltd,, Sangli 

**Shamrao Withal Co-operative Bank., Ltd,, H/2, Anandashram, 
Proctor Road, Grant Road Bombay. 

Southern Bank Ltd., 24. Netaji Subhas Road, Calcutta, 

**oouth India Bank Ltd., (Tinnevelly), 62. East Car Street, 
Tinnevelly. 

**South Indian Bank Ltd , Trichur (T. C. State) 

***$tate Bank of India. Apollo Street, Bombay. 

’State Bank of India, Strand Road, Calcutta. 

State Bank of India, Foreign Exchange Department, Calcutta. 

T 

Tanjore Permanent Bank Ltd-. Tanjore, (Madras) 

Traders Bank Ltd, . DELHI 

‘Travancore Bank Ltd. , Trivandrum ( T. C. State) 

Travancore Forward Bank Ltd. , Kottayam. 

U 

♦Union Bank of India Ltd. , Apollo Street, Fort Bombay-1 
United Bank of India Ltd. . 4, Clive Shat Steet, Calcutta 

United Commercial Bank Ltd. Petit Building, Hornby Road, 
Bombay. 

♦♦‘United Commercial Bank Ltd. , Chandni Chowk, Delhi. 

’United Commercial Bank Ltd., 2, Royal Exchange Place, Calcutta-1 
‘United Industrial Bank Ltd. , 7, Wellesley Place, Calcutta-1 
United Western Bank Ltd. , Palace Street, Satara, (Bombay) 
Universal Bank of India Ltd., Dalmianagar, 

V 

’’Vysya Bank Ltd. , Banglore City. 



APPENDIX IV (3) 

(Reference Chapter I, Paragraph 6) 

List or State Governments, Heads of Government Departments 
and offices, cooperative and other institutions, and individuals to 
whom the exporter’s Questionnaire was forwarded and/ or who 
were requested to supply information on the various or specific 
points raised in the Questionnaire. 

A—List of State Governments 

1. The Chief Secy, to the Government of Madras, Madras. 

2. The Chief Se-cy. to the Government of Bombay, Bombay. 

3. The Chief Secy, to the Govt, of Uttar Pradesh, Lucknow. 

4. The Chief Secy, to the Govt, of West Bengal, Calcutta. 

5‘ The Chief Secy, to the Govt, of Andhra, Kumool. 

6. The Chief Secy, to the Govt, of Madhya Pradesh, Nagpur. 

7. The Chief Secy, to the Government of Bihar, Patna. 

8. The Chief Secy, to the Govt, of Orissa, Cuttack. 

9. The Chief Secy, to the Govt of Assam, Shillong. 

10, The Chief Secy, to the Govt, af Punjab, Chandigarh. 

1 ll The Chief Secy, to the Govt, of Hyderabad, Hydrabad (Dn.) 

12. The Chief Secy, to the Govt, of Madhya Bharat. Indore. 

13. The Chief Secy, to the Govt, of Rajastan, Jaipur, 

14. The Chief Secy, to the Govt, of Mysore, Bangalore, 

15. The Chief Secy, to the Govt, of Pepsu, ,Patiala. 

16. The Chief Secy, to the Government of Saurashtra, Rajkot. 

17. The Chief Secy, to the Govt, of Travancore-Cochin, 

Trivandrum. 

18. The Principal Secy, to the Govt, of Jammu & Kashmir 

Srinagar. 

19. The Chief Secy, to the Govt, of Delhi, Delhi. 

20. The Chief Commissioner, Ajmer. 

21. The Chief Commissioner, Coorg, Mercara. 

22. The Qtxief Secy, to the Govt, of Himachal Pradesh, Simla, 
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23. The Chief Secy, to the Govt, of Vindhya Pradesh, Rewa- 

24. The Chief Commissioner, Bhopal. , 

25. The Chief Commissioner, Kutch, Bhuj. 

26. The Chief Commissioner, Tripura, Agartala. 

27. The Chief Commissioner, Manipur, Imphal. 

28. The Chief Commissioner, AnJaman-Nicobar Islands, Port 

Blair. 

29. The Chief Commissioner, Pondichery. 

B.—List of Export Promotion Councils and other All-India 

Institutions. 

1. Cotton Textile Export Promotion Council, Bombay, 

2. Silk and Rayon Textile Export Promotion Council, Bombay. 

3. Plastics Export Promotion Council, Bombay. 

4. Engineering Export Promotion Council, Calcutta. 

5. Tobacco Export Promotion Council, Madras. 

6. Cashew and Pepper Export Promotion Council. Madras. 

7. Coir Board, Ernakulam. 

8. All-India Handicrafts Board, New Delhi. 

9. Small Scale Industries Board, Ministry of Commerce & 

Industry, New Delhi- 

10. All-India Handloom Board, Bombay. 

C.—List of Development Councils for Industies 

X. Development Council on Internal Combustion Engines & 
Power Driven Pumps Industries, Ministry of Commerce & 
Industry, Development Wing, New Delhi. 

2. Development Council on Bicycles Industry. Ministry of 

Commerce & Industry, Develorment Wing, New Delhi. 

3. Development Council on Light Electrical Industries, Ministry 

of Commerce & Industry, Development Wing. New Delhi. 

4. Development Council of Heavy Electric Industries, Ministry 

of Commerce & Industry, Development Wing, New Delhi. 

5. Development Council on Heavy Chemicals (Acids and 

Fertilisers) Industry. 

Ministry of Commerce & Industry, Development Wing. New 
Delhi. 
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6. Development Council of Heavy Chemicals (Alkalis) Iudustry 

Ministry of Commerce & Industry, Development Wing, New 
Delhi. 

7. Development Council on Pharmaceuticals and Drugs 

Industries, Ministry of Commerce & Industry, Development 
Wing, New Delhi. 

8. Development Council on Sugar Industry Ministry of Food & 

Agriculture New Delhi 

9. Development Council on Wool & Woollen Industries. Textile 

Commissioner’s Office, Bombay-1. 

10- Development Council on Art Silk Industries, Textile 
Commissioner’s Office, Bombay-1. 

D—List of State Government Offices and Co-operative 
and other institutions 

1. The Director of Industries, Government of Bhopal, Bhopal. 

2. Government Sales Depot, Gun Foundry, Hyderabad. 

3. The Dy. Director of Industries, office of the Dy. Director of 

Industries, Srinagar. (Kashmir Province) 

4. The Director of Industries & Commerce, Madras State. 

Madras. 

5. The Director of Agriculture. Madras. 

6. The Superintendent Industries & Commerce, I/C *G-T Section, 

Madhya Bharat, Indore. 

7. The Commerce Secretary to Govt, of Madhya Bharat, Moti- 

mahal, Lashkar. 

8. The Deputy Director of Industries, Madhya Pradesh, Nagpur. 

9. Textile Marketing Organisation, Cuttack. 

10. The Marketing Officer (Textile), Department of Industries, 

Panjab, Amritsar, 

11. The District Industries Officer, Gurgaon. 

12. The President, Textile Board, Ludhiana. 

13. The District Industries Officer, Ludhiana. 

14. Rajasthan Govt. Sales Depot, Jaipur. 

15. Government Sales Depot Trivandrum, 

16. The Director of Industries, (West Bengal) Calcutta, 
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17. Shri R, Barna, Co-operative Education Officer, Shillong 

18. State Industrial Cooperative Association Ltd., Fort, Bombay. 

19. The Indian Co-operative Union Ltd., New Delhi. 

20. The Registrar, Co-operative Societies, Govt, of Hyderabad, 

Hyderabad (Dn), 

21. Shri K. Subramanyam Nayadu, Registrar. Co-operative 

Societies, Andhra State, Mylapore, Madras. 

22. The Registrar of Co-operative Societies, Madras 

23. Shri R, S, Subramanayam, Dy. Registrar, Co-operative 

Department, Dindigul. 

24- The Madras Handloom Weaver’s Co-operative Society, 
Madras. 

25. The Secretary, Mysore State Co-operative Marketing Society 

Ltd., Bangalore. 

26. The Asstt. Registrar, Co-operative Societies, Ludhiana. 

27. Cochin Central Co-operative Cottage Industries, Marketing 

Society Ltd , Trichur. 

28. Tiruchingode Co-operative Marketing Society Ltd., Tiru- 

chingode. 

29. The Director of Industries & Labour, Delhi State, Delhi. 

30. The National'Small Industries Corporation Ltd , 27, Sunder 

Nagar. New Delhi. 

31. Assam Cooperative Cottage Industries, Shillong, 

32. Bihar Cottage Industries Institute, Gulzar Bagh, Patna. 

33. Central Cottage Industries Emporium, Queensway .New Delhi, 

34. Chamarajendra Technical Institute, Mysore. 

35. Cottage Industries Emporium, Rajkot. 

36. Cottage & small Scale Sales Depot, Sir Pheroze Shah Mehta 

Road, Fort. Bombay. 

37. Govt. Arts & Crafts Emporium, Bangalore. 

38. Handloom Board. Ludhiana. 

39. Kashmir Arts & Crafts Emporiam, Srinagar. 

40. U. P. Govt. Handicrafts, Lucknow. 

41. Victoria Technical Institute, Mount Road, Madras. 

42. West Bengal Cottage Industries Sales Emporium, 21, 

Qhittranjan Avenue, Calcutta. 
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E j—Port Trusts 


1. Port Trust, Bombay. 

2. ‘ Port Trust, Calcutta 

3. Port Trust, Cochin. 

4. Port Trust, Madras. 


F :—List of individuals and firms to whom 
the Questionnaire was sent on request, 
(i.e. other than those who received the 
questionnaire through Trade Organi* 
sations). 


1. The Business Manager, Bihar Cottage Industries, Gulzar 
Bagh, Patna. 

2. M/S Cottage Industries Corporation, Gandhi Mansion, New 
Silk Bazar, Kalbadevi Road, Bombay. 

3. Messrs. D.A.S. Swami, 33, Sir Habibulla Road, T. Nagar, 
Madras. 

4- Messrs. Girdhari Lai Lalita Prasad, Bazar Chowk, 
Moradabad. 

5. Shtee Harish Chandra Sharma, Lecturer in economics, 
Chamria College. Fatehpur (Jaipur). 

6. Messrs. Hind Overseas Traders, Post Box No. 33 Bhagal- 
pur. 

7. Messrs. H J. Vrajlal & Co. Lad., Naya Sarak. Cuttuck. 

8. The Hukamchand Mills Ltd., 23-25. Champa Gully. 
Bombay. 

9. Messrs. International Minerals, 1/235, Brahmin Street. 
Vijayawada. 

10. Nessrs. Khubchand Popli, 89 A, Dadi Shet Agiary Street. 
Bombay. 

11. Messrs. Kila Chand Devichand & Co, Ltd., 45*47, Apollo 
Street, Fort, Bombay. 

12. Messrs. Kanhyalal Brijlal, Ivory and wood works Hoshiar- 
pur. 

13. Messrs. K. Sulaiman Saibo Sons., Hameedia Bone Mills, 
Ayyapet. (Tanjore District). 
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14. Messrs. Kohinoor Paint Colour Sc Varnish Works. 
Old Misiri Bazar, Amritsar. 

15. Messrs. M. S, Raja & Co., Post Box No. 89, Mathurai. 
(S. India) 

16. Messrs. May Co., Post Box No. 144, New Delhi. 

17. Messrs. Moradabad General Art Metal Mills, Bazar 
Chowk Moradabad. 

18. Messrs. Mehta Brothers, 342, Naya Bans, Delhi. 

19. Messrs. Murthy Raza Ltd., 9, Armenian Street, Madras. 

20. Messas. Narayan Ke Das, Zari House, Post’ Box No. 88, 
Banaras. 

21. Messrs. Punjab Ivory Works, Darshni, GaliAmritsar. 

22. Messrs R. K. Singh & Co., 95, Harrison Road. Calcutta. 

23. Messrs. Sunder Shrinagar Office Mathura. 

24. Shri Santosh Kumar, 8/10 ‘G’ Block, Connaught Place, New 
Delhi. 

25. Messrs Surya Trading Corporation of India Ltd,, Post 
Box No. 283, New Delhi. 

26. Messrs. Southern Fertilizers Manufacturers & Dealers, 
Trichy Road Manaparai. 

27- Messrs. Gift Museum, Hoshiarpur 



APPENDIX IV(4) 

[Reference Chapter 1, Paragraph 6] 

Government of india 
MINISTRY OF COMMERCE AND INDUSTRY 
EXPORT CREDIT GUARANTEE COMMITTEE 
Instiution of Engineers Building, 
Mathura Road (Near Hardinge Bridge) 
No. ECGC/Q(l)/56 NEW DELHI, the 1st February,1956. 
The Secretary, 


Dear Sir, 


[Chambers of Commerce and Trade Associations vide 

Appendix IV(1)] 


Questionnaire issued by the Ex¬ 
port Credit Guarantee Committee, 


I enclose a copy of the Questionnaire prepared by the Commi¬ 
ttee. Fifty additional copies have been sent to you under separate 
cover. 

2. The objects of Export Credit*Guarantees and the benefits that 
my accrue to the Indian Export trade are briefly described in the 
note facing the Questionnaire. 

3. The Committee will greatly appreciate if the Questionnaire 
is circulated to each of the Constituents/Members of your Cham¬ 
ber/Association concerned with the export trade, with the request 
that the Questionnaire may be answered as fully as possible. It 
will be convenient if the replies, in duplicate, are sent to the 
Committee by the 29th Feruary, 1956. Please let me know the 
number of additional copies of the Questionnaire that you 
require. 

4. I am to add that the co-operation of your Chamber/Association 
will go a long way in supplying the Committee with the necessary 
information which will assist the Committee in formulating its 
recommendations. 

5. The Committee will also appreciate if your Chamber/Associa¬ 
tion also forward its own views on the various points raised in the 
Questionnaire and the Export Credit Guarantee Scheme generally 
by the 29th February, 1956. 

Yours faithfully, 

(T. S. RAMASWAMI) 
Member-Secretary. 



APPENDIX IV (5) 

[Reference Chapter 1. Paragraph 6] 

GOVERNMENT OF INDIA 

MINISTRY OF COMMERCE AND INDUSTRY 
EXPORT CREDIT GUARANTEE COMMITEE 

Institution of Engineers Building 
Mathura Road (Near Hardinge Bridge) 
No.ECGClQ (1) /55 NEW DELHI, the 1st February, 1956 

The Secretary, 

[Export Promotion Councils and other All-India 
institutions vide Appendix IV (3) B] 

Dear Sir, 

Questionnaire issued by the Ex¬ 
port Credit Guarantee Committee 

I enclose a copy of the Questionnaire issued by the Committee 
to all the Chambers of Commerce and Trade Associations toge¬ 
ther with a copy of a separate circular addressed to Banking 
Institutions dealing with the financing of export trade. Twenty five 
additional copies of both the documents have been sent to you 
today under separate cover. 

2. The Committee requests you to have these circulated to 
the Members of your Council/Board and to forward in duplicate, 
the Councils/Board’s considered views regarding the various points 
raised in the Questionnaire, by the 29th February, 1956. 

3. After replies to the Questionnaire have been received from 
the various interests concerned, the Committee proposes to visit 
important centres like Bombay, Calcutta, Madras and Cochin for 
holding discussions with representatives of the trade and the Mem¬ 
bers of your Council/Board, I shall be communicating to you 
further well in advance. 

Please acknoledge this latter. 

Yours faithfully, 

(T. S. RAMASWAMI) 
Inch MEMBER-SECRETARY 



APPENDIX IV (6) 

(Reference Chapter 1, Paragraph 6) 

No. ECGC/Q/56 

Government of India 
Ministry of Commerce & Industry 
EXf ORT CREDIT GUARANTEE COMMITTEE 


Institution of Engineers Building, 
Mathura Road, New Delhi, 
the 19th March, 1956. 


To 

All State Governments 

(The Chief Secretary or the Chief Commissioner, 
as the case may be,) 


Subject '■—Expert Committee on the Export Credit Guarantee 
Scheme, 

Sir, 

I am directed to enclose a copy of the Government of India’s 
Resolution No. EP/56 dated the 7th January, 1956, in the Ministry 
of Commerce & Industry, constituting the above mentioned 
Committee with a view to working out a scheme for providing 
insurance against the risks inherent in the grant of credits by 
Indian exporters to foreign buyers, as a means of stepping up the 
country’s exports. I also enclose four copies of a Questionnaire 
issued by the Committee to Chambers of Commerce and Trade 
Associations. The replies to the Questionnaire which are being 
received are under the consideration of the Committee. 

2. Meanwhele, it has been suggested to the Committee that 
several States Governments are interested in the export of articles 
produced or manufactured within the State to foreign countries 
either directly, or through co-operative organizations subsidized 
or financed by State Governments. I am, therefore, to request you 
kindly to distribute the Questionnaire to the appropriate Depart¬ 
ments of your Government and request them to send their replies 
to the Committee either in the form of replies to individual 
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questions or in the form of general memoranda on the various 
points raised in the Questionnaire. In this connection, I enclose a 
copy of a brief outline of a scheme for export credit guarantees 
which was circulated by the Ministry to the Export Advisory 
Council last year. This will give you an idea of the working and 
the benefits of the scheme, 

3. I am to request that the replies may be forwarded before 
the 7th April, 1956. 


Ends 


Yours faithfully, 

Sd/- T. S. RAMASWAMI 
Member-Secretary. 



APPENDIX IV(7) 

(Reference Chapter 1, Paragraph 6) 

Government of India 
Ministry of Commerce & Industry 
EXPORT CREDIT GUARANTEE COMMITTEE 

Institution of Engineers Bldg .Mathra Road, 
Ref. No. ECGC/I/56. NEW DELHI, the 2nd April, 1956. 

The Chairman, 

Port Trust, 

Calcutta/Bombay/Madras/Cochin. 

Subject:—Non-availability of berths for ships to be loaded 
before the sailing dates. 

Sir, 

In the course of the Committee’s discussions with the export 
trade interests, it was represented that delays have occurred at 
the ports in allotting berths for ships to be loaded before the 
scheduled sailing dates. During the period that the goods were 
kept at the docks or in the warehouses, the Exporters have had to 
incur additional storage and handling charges. Sometimes, the 
absence of berths for loading in times has even led to the shippers 
losing the contracts with the foreign importers or incurring heavy 
losses owing to a fall in the market prices of the articles. Of the 
many pre-shipment risks which the exporter runs due to events 
within the country and which are beyond the control of the 
Exporter, it has been suggested that the Committee might cohsider 
covering the risk of non-availability of berths for ships to be loaded 
in time. To enable the Committee to decide the question, I am to 
request you to furnish the following information in respect of 
Calcutta/Bombay/Madras/Cochin, particularly in the case of ship¬ 
ments of Ores and coal separately, during the last year:— 

(a) What is the average time lost in obtaining a loading 
berth ? 

(b) Who bears the cost of the time lost (i.e. whether the 
exporter or the foreign importer) ? 

An early reply is requested. 

Yours faithfully, 
Sd I —T. S. Ramaswami 
Member—Secretary, 



APPENDIX V (1) 
(Referent Chapter I, paragraph 7) 


List of representatives of Chambers of commerce and Trade 
Associations, Export Promotion councils, and other bodies and of 
other Individuals who on request met the Committee for oral 
evidence. 


Note. The dates on which the meetings were held have been 
given in brackets. 


1. Indian Merchant’s Chamber, Bombay (10-2-56): 

Shri Murarji J. Vaidya, (President). 

Shri R. G. Saraiya 

Shri O. H, Gheewala 

Shri Fallabhdas V. Mariwala 

Shri Ramanlal D- Shroff 

Shri A. C. Ramalingam (Secretary) 

Shri C. L. Gheewala (Asst. Secretary) 

2. All India Exporters Association, Bombay (13-2-36) 

3. The Africa and Overseas Merchants Chamber, Bombay 

(13-2-56) 

(Meeting with 2 & 3 was held jointly at Bombay) 

Shri M. N Savani (Vice-President). 

Shri S. U. Shroff 
Shri R. D. Shroff 

Shri H. N. Kata 
Shri C. C. Javeri 

Shri R. M. Shah 
Shri P. R. Asher 
Shri V. J. Shah 
Shri C. R. Shah 

4. Bombay Chamber of Commerce, Bombay (14-2-56) 

Mr. K. G. Milne (President) 

Mr. L, A. Boult 
Mr. B. Barker 



Mr. J, U. Eva (Forbes Forbes Campball dt Co.) 

Mr. F. E. H, Goddard (Chartered Bank) 

Mr. P. Orebari (Volkart Bros.) 

Mr. Babulal Bubna (Edward textiles) 

Mr. Eric Elis (Eva Fabrics Ltd.) 

Mr. L. E, Vafiadis (Rallis India Ltd.) 

5. Cotton Textiles Export Promotion Council, Bombay (14-2-56) 

Shri V. Nanjappa, I. C. S. (Textile Commissioner) 

Shri Naranji Kara 
Shri M. Savani 
Shri K. M. Thackersey 

Shri N. Majumdar (Industrial Adviser Textiles) 

Dr. S. R. Ramachandran, (Sec. Cotton Textile Fund 
Committee) 

Shri P. Nagarsheth (Secy. Cotton Textiles Promotion 
Council) 

Shri P. Bhaumik, (Statistical Officer, Cotton Textiles Export 
Promotion Council) 

6. Western India Minerals Association, Bombay (14-2-56);— 

Mr. N. S. Worah 

Mr. Ram Prasad Khandelwal 

Mr. S, H. Captain 

Mr. Amirchand T. Gupta 

Mr, R. L. Aggarwal 

Mr. T. K. Uchil. 

7. Bombay Exchange Banks Association, Bombay (15-2-56) :— 

Mr. F, E. H. Goddard (Chartered Bank of India, Australia 
& China Ltd.) 

Mr. H. F. C. Wyatt (Mercantile Bank of India Ltd.) 

Mr. D. D. Watters (Grindleys Bank Ltd) 

Mr. D. G, Moore (The National Bank of India Ltd.) 

Mr. G. M. Boyes (Lloyds Bank Ltd.) 

Mr. P. P.Lewth waite (Lloyds Bank Ltd.) 

Mr. W.L. Bullkeley (First National City Bank of New York). 
Mr. E. Finot (Comptoir National d'escompte de Paris) 

Mr. R. Bratt (Netherlands Trading Society Ltd,) 

Mr. R. Parkin (Eastern Bank Ltd. 

Mr, T. Konde (Mitsui Bank Ltd.) 
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8. Indian Banka Association, Bombay (15-2-56) 

Mr. S. G. Panandikar (See.) 

Mr. T. D. Kansara (Asset. General Manager. Bank of India 
Ltd., Bombay) 

Mr. N. M. Chokshi (General Manager of the Bank of Baroda) 

9. Plastic Export Promotion Council, Bombay (16*2-56) :— 

Shri R, N. Desai 

Shri P. R. Ashar 

Shr. B. M. Thakar 

Shri S. H. Srika nta Aiyar 

Shri H, N. Patel (Secy. Bakelite India Ltd.) 

Shri R. C. Shah (President of the All India Plastic Manufac¬ 
turers Association) 

10. Silk & Rayon Textile Export Promotion Council, Bombay—1 

Shri D. N. Shroff (Chairman) 

Shri B. H. Aiyar 

Shri T. P. Parikh 

Mr. M. S. Kapadia 

Shri P. K. Badiani 

Shri R, K. Ram (Secretary) 

Shri Phadnavis 

11. Bombay Millowners Associatian, Bombay 16*2-56) 

Shri J. C. Burns (Dy. Chairman) 

Shri Radha Krishna Ruia 
Shri Arvind N. Mafatlal 
Shri N. S. V. Aiyar (Secretary ) 

12. Engineering Export Promotion Council, Calcutta (21-2-56) :— 

Shri D. N. Jalan (Chairman) 

Shri K. K. Chowdhury (Vice-Chairman) 

Shri C. R. Natesan (Iron & Steel Controller) 

Shri A. P. Mathur (Jt. Chief Controller of Imports & 
Exports). 

Shri B. K. Rohatgi (Mg. Director—India Electric Works 
Ltd.) 

Sir L. P. Misra (General Manager—Hindustan Motors Ltd.) 
Shri S. N. Mukerjee (Director—Bihar firebricks and 
Potteries Ltd.) 

Shri G. D. Binani (Mg. Director—Binani Metal Works Ltd.) 
Shri D. C. Driver (Engineering Association of India) 

Shri I. C. Gupta (Mg. Director—India Cycle Manufacturing 
Co. Ltd.) 
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Shri S, K. Dass (Director—India Machinery Co. Ltd.) 

Shri K. L. Thirani (Director—Thirani & Co., Ltd.) 

Shri R, L. Rajgharia (General—Manager—Textile Machinery 
Corporation Ltd. 

Shri R. N. Sharma (Director—Bajrang Electric Steel Co. Ltd. 
Shri L. M. Bisht (Secretary) 

13. Bengal National Chamber of Commerce, Calcutta (22-2-56). 

Shri S. C. Gupta (Gupta Brothers Ltd.) 

Shri N. N, Chandra (Swaika Oil Mills.) 

Shri K. Sharda (Baijnath Sharda) 

Shri S. C. Sanyal (S. C. Sanyal & Co- Ltd). 

Shri N. C. Das Gupta (Bengal Chemical & Pharmaceutical 
Works Ltd. 

14. Indian Chamber of Commerce, Calcutta (22-2-56) :— 

Shri B. L. Kanoria (President) 

Shri R. N. Nopany 
Shri B. L. Maheshwary 
Shri M. L. Shah 
Shri S. L. Vohra 
Shri M. P. Waswani 
Siiai G. D. Binani 
Shri K. L. Chowdhury 

15. Calcutta Tea Traders Association, Calcutta (22-2-56) .— 

Mr. K. Ghosh—Chairman 

Shri O, C. Amer—Vice Chairman 

Shri W. E. Postlethwaite 

Shri R. Nice 

Shri N, M. Dobonham 

Shri B. C. Parker 

Shri F. H. Mish—Secretary 

16. Calcutta Jute Fabrics Zhippers Association & Indian Jute 
Mills Association, Calcutta (23.2,56) :— 

Shri B. L. Kanoria (Chairman) 

Shri D. Duncan Smith 

Shri A.T. Robertson (Secretry) 

Shri M.P. Birla (Chairman) 

Shri J.I. Jamieson (Vice-Chairman) 

Shri D.P. Goenka (Dy. Chairman) 

J7 Bharat Chamber of Commerce, CALCUTTA (23.2.56) 

Shri R.N. Bangur—President, / Kettlewell Bullen & Co, Ltd). 
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Shri K, L. Dhandhania—Vice-President (Bihar Cotton Mills 
Ltd.) 

Shri P.L. Agarwal-Vice-President 

Rai Bahadur G. V. Swaika (Swaika Oi! Mills) 

Shri D: N- Todi (Manohar Lai Mahabir Prasad) 

Shri P. D. Kajariwal (Bengal Mills Agency) 

Shri H. S. Singhania (J. K, Industries Ltd.) 

Shri B. Parasramka (Ballabhram Badrinarain) 

Shri A. L. Agarwal (Bhagwati Oil Mills) 

Shri H. K. Jalann (Kamla Prasad Jagmohan) 

Shri M. R. Jalan (Shree Narain Co,) 

Shri M. R. Bajaj (M. R. Bajaj & Co.,) 

Shri M. L. Rajagarhia (Mica Manufacturing Co. Ltd.) 

18. The Gunny Traders’ Association, Calcutta (23-2-56) 

Shri Viswanath More—President 
Shri M. B. Nemani—Dy. President 
Shri M. L. Sharma-^Secretary 

19. Calcutta Tea Merchants Association, Calcutta (23-3-56) :— 

Shri J. P. Shah (Chairman) 

Shri M. K. Sinha (Steward & Dholka Ltd.) 

Shri A. Araki (Isphani Ltd.) 

Shri U. K. Patel (Purushottam Umaid-Bhai & Co. Ltd,) 

Shri C. G Chandarsekar (Assistant Secretary) 

Shri S. C. Sanyal (S. C. Sanyal & Co. Ltd.) 

20. The Indian Mining Federation, Calcutta (23-3-56) 

Shri G. D. Daga 

Shri Inder Mohan Thapar 

21. The Indian Mining Association, Calcutta (24-3-56) 

Shri N. B. Ghosh (Bird & Co. Ltd.) 

Shri A. A. G. Weir (Macheill & Barry Ltd.) 

Shri R. H. Wright (Andrew Yule & Co. Ltd.) 

22 Madras Piece-goods Merchants Association, Madras (9-4-56) 
Shri B. K. Goenka 
Shri Usman Mohammed 

23. Andhra Chamber of Commerce, Madras (10-4-56; 

Shri J. V. Somayajulu—President 

Shri S, Venkatarangam-Treasuret (Exporter of fountain pens 
and plastic manufactures) 

Shri Guntur Narasimha Rao-Ex-President (representative 
oil, oilseeds and Vanaspathi interests) 
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Shri Kalyanji N. Sucheda, (General exporter herbs & drugs) 
Shri Jaintilal P. Sanghrajka (Jeewanlal) 1929 Ltd:) 

Shri K. Gopal Rao {Bank of Baroda) 

Shri D, S. Sastri (Central Bank of India) 

Shri C, Audiseshu (representative Southern Railway—Zonal 
User’s Consultive Committee) 

Ch. Rama Brahman (Oils, Oil-seeds and Vanaspathi; 

Member—Madras Port Trust) 

Shri Raman (Hindustan Ideal Insurance Co. Ltd, 

Dr. J. Satyanarayana (Secretary) 

24. Madras Provincial Handloom Cloth Merchants Association 
Madras (10.4.56):— 

Shri M. S. A. Majid—President. 

Shri S. Husain— Vice President. 

Shri A. Govinda Swami Mudaliar—Vice President 
Shri M. S. A. Rahim—Hon, Secretary. 

Shri’K. M. Narasimham 
Shri V. C. Sreeramulu Chetty 

25. Madras Oil and oilseeds Association, Madras 10-4-56) 

Shri B. Ayyaswami Mudaliar—President 
Shri K. C. Vardacharier—Vice President 
Shri V. S. Krishnamoorthy. 

26. Hindustan Chamber of Commerce and Southern India Mill- 
owners Associatiation, Madras (10-4-56) ; 

Mr. D. C. Kothari 
Mr. D. Srinivasan- 

27. South India Tanners and dealers Associasion, Ranipet 10-4-66. 
Represented by three members of Ranipet, 

28. Madras Chamber of Commerce, Madras (10-4-56) : 

Shri G- F. Marriner. 

29. Tamil Chamber of Commerce. Madras (11-4-56) ;— 

Shri T. S. Kachapikesa Mudaliar—’President. 

Shri V. C. Sreeramulu Chetty 
Shri C. K. Duraivellan 
Shri C. R. Kasiviswanathan 
Shri V. S. L. Nathan 
ShriP, M. Balasubramaniam 
ShriS. A. Rajamannar. 

Shri P. S. Gopalakrishnan. 
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30 Southern India Skin and Hides Merchants Association, Madras 
(11-4-56) :— 

Shri N. M. Anwar 
Shri C. K. Doraivelu 
Shri S. A. Rajamannar 

31. Tobacco Export Promotion Council, and East India Tobacco 
Federation, Madras (11-4-56) :— 

Shri T. M. Rangachari-President of E. I. T. Federation-Vice 
Chairman of T. E. P. Council 

32. Indian Chamber of Commerce, Coimbatore (11-4-56) :— 

Shri V. Krishnan 

33. Mysore Chamber of Commerce, Bangalore (14-4-56) :— 

Shri D. N, Hosali—President 

Shri P. K. Sarangapani Mudaliar (Mineowner) 

Shri M. Umanatha Rao (Mysore Machinery Manufacturess) 
Shri A. G. Senapathy (Woollen Drugget Exporters) 

Shri R. B. Kemick (Bangalore Cotton & woollen Mills) 

34. Indian Chamber of Commerce, Cochin and North Malabar 
Chamber of Commerce, Cannanore (16-4-56) :— 

Shri Gordhandas lairam Asher—President 
Shri L D. Kilikar—Vice-President 
Shri Job Vakkan 
Shri V. M. Patel. 

Shri M. Balakrishna Menon—of Indian C. of C. 

Shri M. M. Abdul Hamid—President of North M. C. of 
Commerce. 

35. Western India Tile Manufactures Association, Mangalore 
16-4-56) :— 

Shri P. V. Venkatarama lyar, M. A. 

36. Rubber Board, Ernakulam (17-4-56) : 

Shri N. Shankara Menon. T. A.S.,—Chairman 

Shri K. L. Kaimal— Commissioner, Rubber Production. 

37. Coir Board, Ernakulam (17-4-56) : 

Shri K. I, Gangadharan—Secretary 

38. Cashew & pepper Export Promotion Council, Cochin (18 4-56): 

Shri T. M. B. Nedungadi—President (Dy. Chief Controller of 
Imports 6c Exports) 
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Shri V. J. Josep (Pothen Joseph & Sons Ltd., Alleppey) 

Shri T. A- Bell (Pierce. Leslie & Co- Ltd., Kohikode) 

Shri V. S. Kini (Peres & Co. (Cochin) Ltd-.) 

Shri P. M. Mohammed (A. Thangal Kunju Musaliar & Sons 
Ltd., Quilon) 

39, Exchange Banks Association, Madras (19-4-56) 

Mr. J. M. Lambert (National Bank of India Ltd.) 

Mr. J. Blackwood (Charactered Bank) 

40. Southern India Chamber of Commerce, Madras (19-4-56) 

Shri K, S. G. Haja Shareef—Vice President 

Shri M. V. Arunachalam 

Shri A. Nagappa Chetiar 

Shri. T. K. Singaram 

Shri C. R. Kasiviswanatham 

ShriK S- Krishnamoothy 

Shri C. Hanumantha Rao (Mettur Sandal Wood Oil Co.) 

Shri A. K. Balasubramaniam 

Shri Sangarajka 

Shri K. A. Menon -Secretary 

41. Madras Kirana Merchants’ Association, Madras (19-4-56) 

Shri Amrit Lai S. Kichea 
Shri T. E. Gopalan 

42. Andhra Handloom Weavers’ Cooperative Society. Vijayawada. 

(20-4-56) :— 

Shri D. Ramakanta Rao—President. 

Shri G. Punnayya—Business Manager 

Shri T. A. Sequeira (Asstt- Director (Handlooms) All India 

Handloom Board) 

Shri M. Narasayya—Textile expert 

43. Andhra State Importers & Exporters Association, Guntur 

(20-4-56) :— 

Shri M. V. Ranganadhan—President 
Shri S. Venkateswarulu—Secretary 
Shri K. Anjaneyalu—Jt. Secretary 
Shri D. V. Subha Rao—Adviser 
Shri K- Kotiratnam—Treasurer. 

44. Indian Chamber of Commerce. Guntur ; and Chamber of 

Commerce & Industry, Vijayawada, (20-4-56) 

Shri Maddi Sudarsanara—President 
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Shri K. Venuri Gurunadham—Vice President 
Shri Mrutyanjaya Rao—Secretary 
Shri N. K, Acharya—Legal Adviser 
Shri Batchu Venkateswatulu—President 
Mr. M, Ram Mohan Rao— Vice President 
Shri P. V. Subba Rao—Vice President 
Shri Y. Ramabrahmam—Assst. Secretary 

45. Northern India Chamber of Commerce. Ambala-Canttt(5-3-56) 

46. Punjab Federation of Industries & Commerce and Upper India 

Exporters Association, Amritsar (26-4.56) 

Shri Shiv Dayal Kapur 

Shri Arjan Singh 

Shri Ranbir Singh 

Shri Devanchand Dholandas 

Shri S- K. Kaicker 

Shri Deokinadan 

Shri Bhaj Raj 

4L Indian Bristle Merchants Association. Kanpur (26-4-56) 

Shri }. M. Sadri-Hon. Secretary (Allan M. Sadri & Co.) 
Shri S. D. Singh Yadava - Treasurer (H. Radius & Co.) 

48. United Chamber of Trade Association, Delhi (9-5.56):- 

Shri Kailash Nath (United Traders Ltd.. Delhi) 

49 . Westen U. P. Chamber of Commerce & Industry Meerut (27.4.56) 

Shri M. L. Jain (National Import & Export Co. Meerut) 
Shri Mahesh Chand Jandial (Jandian & Co., Meerut) 

50. Federation of Indian Chamber of Commerce & Industry, 
New Delhi (9 5 56 

Shri G. L. Basal (Secretary General) 

Shri P. Chentsal Rao (Secretary) 

Dr. Ram Gopal Agrawal Assist, Secretary 

51. Messrs. Patel Cotton Co. Ltd. Bombay (4,5,56) 

Shri B. S. Fadia 

52 Messrs. Ramnarin Sons Ltd. Bombay (4.5.56) 

Shri P. S. Dundh 

53. Messrs. Volkart Brothers Ltd., Bombay (4.5.56) 

Mr. Miller 

54. Office of the Textile Commissoner, Bombay(4.5.56):- 
(Cotton Directorate) 

Shri Thomas D'sa 
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55. Office of the Textile Commissioner (Woollen Directorate) 
Bombay (45.56):- 

56. All India Wool Wool Trade Federation. Bombay (45.56) 

Shri Manoo Bhai Doongursee 
Shri R. T. Sapra 

57. Messrs. Swastik Oil Mills Ltd. Bombay (45.56) 

Seri P. H. Gidwani -Director 

Shri G. V. Kothari-Sales Superintendent 

58. The Amrut Oil Mills Ltd, Bombay (4.5.56):- 

Shri L. D. Pathak Export Manager 

59. Messrs. Lever Brothers (Limited) Ltd. Bombay (45.56) 

Shri B. Nathan 

60. Mess, Indian Produce Co. Ltd. . Bombay (45.56;-) 

Shri B. D, Gupta 

61. The Central Organisation for Oil Industry and Trade Ltd., 
Bombay (45.56) 

Shri R. C. Seth - Secretaty 

Shri T. M. Vishram - Hon. Treasurer 

62. The Bombay Oilseed Exchange Ltd. Bombay (45.56) 

Shri J. N. Psaltaki 

Shri K. V. Shah 

Shri C. R. Narayanswami 

Shri Bajaj 

Shri R. S, Patel 

63. The Grain and Oilseeds Merchants Association. 

Bombay (4.5.56):- 

Shri Dhirraj C, Parikh 

64. Messrs. M. A, Mullick & Co. Bombay (4.5.56):- 

Shri M* A. Mullick - Proprietor 
Shri K. Ramanathan 

65. Shri Sri Ram, Delhi Cloth Mills Co, Ltd. New Delhi (7.2.56) 

66. Shri Kriloskar, Kriloskar Oil Engines Co. Ltd. 

South Satara (7.2.56) 

67. Shri B. D. Gupta, Hanuman Trading Co, , Bombay (2.2.56) 
Informal discussions were held with the following :— 

68. Mr. Cattell-LLoyds Bank Ltd. Bombay (9.2,56) 

69. Shri C. R. B. Menon Director General of Commercial Intelli¬ 
gence & Statistics, Calcutta (21.3.56) 

70. Mr. C. S. Rangaswami, Managing Editor, Indian Finance. 
Calcutta (21.3,56) 
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71. George Barrell, Edittor, Capital, Calcutta (21.3,56) 

72. Mr. C. R. Natesan Iron & Steel Controller. Calcutta (21.3-56) 

73. Mr. A. P, Mathur, joint Chief Controller, of Imports and 
Exports, Calcutta (21.3.56) 

74. Mr. T. Abdul Wahid, Member Export Advisory Council and 
Exporter of Hides and Skins from Madras (19.5.56) 

75. Mr. Jee jeebhoy. Exchange Control Department, Reserve Bank 
of India, Bombay (11.2.56) 



APPENDIX V (2) 

(Reference Chapter I, paragraph 7) 

List of trade organisations and other bodies who did not respond 
to the Committee’s invitation to tender oral evidence (The place 
at which they were requested to meet the Committee is given in 
brackets). 

3. Indian Tea Associrtion, Calcutta (Calcutta) 

2. The Indian Colliery Owners’ Association, Dhanbad (Calcutta) 

3. The Indian Jute Fabrics Shippers Association, Calcutta 
(Calcutta) 

4. Southern Indian Iron and Hardware Merchants’ Association, 
Madras (Madras) 

5. Madras Provincial Foodgrains Merchants Association, Madras 
(Madras) 

6. Madras Traders Association, Madras (Madras) 

7. Madras Yarn Merchants Association, Madras (Madras) 

8. Chamber of Commerce, Nagapatam (Madras) 

9. Coimbatore Chamber of Commerce Coimbatore (Madras) 

10. Salem District Chamber of Commerce, Salem (Madras) 

11. Madras Mica Association* Gudur (Madras) 

12. Cochin Chamber of Commerce, Cochin—Ernakulam (Cochin) 

13. The Tea Traders Association of Cochin, Cochin— Ernakulam 
(Cochin) 

14. Northern Travancore Chamber of Commerce, Alwaye— 
Ernakulam (Cochin) 

15. Chamber of Commerce, Trichur—Ernakulam (Cochin) 

16. Travancore Chamber of Commerce, Alleppey—Ernakulam 
(Cochin) 

17. Travancore Coir, Mats & Matting Manufacturers Association. 
Alleppey—Ernakulam (Cochin) 

18. ' Tuticorin Chamber of Commerce, Tuticorn—Ernakulm 

(Cochin) 

19. Tuticorin Trades Association, Tuticorin—Ernakulam (Cochin) 
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20. Indian Chamber of Commerce, Tuticorin—Ernakulam 
(Cochin) 

21. Madurai-Ramnad Chamber of Commerce, Madurai—Ernakulam 
(Cochin) 

22. The Virudhunagar Chamber,of Commerce Ltd,, Virudhunagar 
—Ernakulam (Cochin) 

23. Malabar Chamber of Commerce, Calicut—Ernakulam (Cochin) 

24. Calicut Chamber of Commerce, Calicut —Ernakulam (Cochin) 

25. The West Coast Industrialists Association, Kozhikode— 
Ernakulam (Cochin) 

26. Vijaya Bharat Chamber of Commerce, Virudhunagar— 
Ernakulam (Cochin) 

27. Tamil Nad Foodgrain Merchants Association, Madurai— 
Ernakulam (Cochin) 

28. Guntur District Cooperative Marketing Federation, Guntur 
(Vijayawada) 

29. Godavari Chamber of Commerce, Cocoanada (Vijayawada) 

30. All-India Oilseeds Growers Association, Bibulrolu (Vijaya¬ 
wada) 

31. Bezwada Commercial Association, Bezwada (Vijayawada) 

32. Indian Manufactures Export Association, New Delhi (New 
Delhi) 

33. Punjab & Delhi Chamber of Commerce, New Delhi (New 
Delhi) 

34. Punjab Merchants Chamber, Delhi (New Delhi) 

35. Federation of Biscuit Manufacturers’ of India. Delhi (New 
Delhi) 

36. Agricultural Machinery Dealers & Manufacturers’ Association 
of India, New Delhi (New Delhi) 

37. All India Glass Dealers Syndicate, Delhi (New Delhi) 

38. All India Glass Manufacturers’ Association, New Delhi (New 
Delhi) 

39 Delhi Chamber of Commerce, Delhi (New Delhi) 

40 Textile Manufacturers Association, Amritsar (New Delhi) 

41 East Punjab Cycle-parts Manufacturer Association, Ludhiana 
(New Delhi) 

42. Northern India Hosiery Manufacturers Corporation, Ludhiana 
(New Delhi) 

43. The Engineering Association of North India, Batala (New Delhi 
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44. Indo-Pak. Trade Board, Amritsar (New Delhi) 

45. United Provices Chamber of Commerce, Kanpur (New Delhi) 

46. Upper Indian Chamber of Commerce Kanpur (New Delhi) 

47. Aligarh Lock Traders Association. Aligarh (New Delhi) 

48. Silk Merchants Chamber Commerce, Banaras (New Dehli) 

49. Merchants Chamber of United Provinces, Kanpur (New Delhi) 
50- National Chamber of Industries & Commerce Agra (New Delhi) 

51. Jaipur Chamber of Commerce Jaipur City (New Delhi) 

52. Rajasthan Chamber of Commerce & Industry, Jaipur City 
(New Delhi) 

53. Messers. Chinubhai Rasiklal & Co., Raipur, Ahmedabad 
(Bombay) 

54. Bombay Woollen Piecegoods Merchants Assciation, Ltd,, 
Bombay (Bombay) 

55. Messers, Sigma Trading Co., (India) Bombay (Bombay) 



APPENDIX VI 


SUMMARY OF REPLIES TO THE MAIN QUESTIONNAIRE 
SENT BY INDIVIDUAL EXPORTERS 

Note .—fl) The data included in this summary relate to 
exports effected by about 270 exporters who sent 
detailed replies to the main questionnaire. 

( 2) Information given by exporters considered to be 
confidential has been excluded. 

(3) The Committee accepts no responsibility for the 
views expressed by exporters and reproduced 
below. 

ORGANISATION OF FOREIGN TRADE 

The majority of exports are made under direct contracts of 
sale, but the export trade in the following commodities is partly on 
a consignment basis :— 

Bristles ; carpets ; coir yarn and coir products ; curios ; dry gut 
casings ; hides and skins ; mica ; precious stones : shellac ; tea ; 
tobacco ; and wool. 

In these cases, between 50 and 75 per cent of the value of the 
goods is advanced under letters of credit opened by the foreign agent, 
the balance being paid after inspection and sale. 

Most of the goods exported are of standard type and are in 
demand both in India and in a number of foreign markets. Exam¬ 
ples of goods specially made for foreign markets are :— 

various types of cotton textiles, both mill-made and hand- 
loom. 

Banaras zari silk sarees and silk scarves made for Canada and 

US. A. 

Certain varieties of jute goods, coir mats and mattings, 
woollen carpets and druggets, made to buyer’s order. 

Roofing tiles manufactured to suit only certain climates. 

Some types of footwear which are specially manufactured to 
the buyer’s specification. 
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Aluminium capsules and corks which bear the buyer's name. 

Palmyra fibre and stalks which have to be exported in parti¬ 
cular sizes suitable to each country. 

Re-exports form only a small fraction of the total exports. 
Certain medical products (e. g. cummin and poppy seeds) and dried 
fruits are re-exported directly from the Customs bonded ware¬ 
house. 

Exporters in India do not at present undertake any installation 
or technical services overseas in connection with the exports of 
goods. 

METHODS OF PAYMENT 

For exports to U. K, t Japan, Turkey, Australia and New Zea¬ 
land, contract prices are usually in Sterling ; for exports to U S.A. 
and Canada, in U. S. Dollars ; and for exports to other countries, 
mainly in and around the Indian Oean, Arabian Sea and the Far 
East, in Indian rupees. Some goods to Continental Europe are in¬ 
voiced in the currency of the buyer's country. Exporters are 
normally able to cover risks of losses from exchange Auctions, 
through forward contracts with banks. 

About 60 per cent, of exports are effected on confirmed irrevo¬ 
cable sight letters of credit, the balance being mainly on credit terms. 
Of such business on credit terms, the bulk (85 to 90 per cent.) 
is on D/P bills from sight to 180 days ; and the balance on D/A 
bills of 30 to 120 days. There has been an increasing tendency on 
the part of foreign buyers to ask for "cash against documents 
overseas’; terms in preference to letters of credit, and also for 
extended payment terms in place of D/P bills. Consumer goods and 
semi-capital goods produced by the new industries can be 
sold only on credit terms if markets are to be developed. Even in 
the case of traditional exports there is a tendency to ask for credit. 
Open credit without bills is generally allowed only to associate 
companies or the exporter’s own-offices abroad. 

EXPORT FINANCE 

Manufacturers who export directly do not usually require 
additional financing facilities, as they are able to finance their 
export transactions. Some of the big merchants make advances to 
textile mills in respect of orders placed. It is the large and 
growing class of small export merchants who need finance by way 
of “packing credits" and the introduction of an export credit 
insurance scheme will be of considerable assistance to them. 
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Exporters’ difficulties and suggestions 

1. Government Control 

Difficulties under this head may be grouped as follows :— 

(a) Sudden changes in Indian export policy cause losses to 
exporters, discourage foreign buyers and prevent establish¬ 
ment of foreign markets. 

( b ) Export credit insurance is considered necessary. 

(c) Delays and unnecessary formalities in Customs. 

(d) A clear policy on re-exports is needed. 

Specifically, the suggestions made are as follows :— 

System of rebates of import duty on raw materials imported 
and used in finished articles exported should be extended and 
simplified. 

Indian exporters should be allowed to handle external trade 
(i.e., goods bought in one foreign country and shipped direct to 
another foreign country, the merchanting commission comming to 
India). 

Indian exporters should be allowed to act as confirming houses. 

Import permits should be granted up to a known proportion of 
goods exported by any merchant. Quality check on goods exported 
should be made compulsory. 

Exporters should be registered and only those on the register 
allowed to export. 

Manufacturers should not be allowed to export. 

Exporters should be subsidised. 

Letters of credit which 70/95 per cent, are payable on 
shipment and the balance after delivery and weighing should not 
be allowed, 

Export licences should be more freely available. Export duty 
should be reduced. 

London tea auctions should be stopped. 

Delay in obtaining sanctions from the Reserve Bank is 
inordinate. 

Exchange control authorities do not normally authorise 
expenditure for the purposes of market research, advertising and 
propaganda purposes. The regulations should be made flexible. 
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Leakage of information regarding changes in export policy 
gives unfair advantage to some exporters. 

Fixing a ceiling on exports by an individual shipper is 
responsible for the loaning of the name of an exporter in con¬ 
sideration of a premium. 

2 Organisation of the Trade 

New comers are lowering the standards of the trade. 

Lack of statutory grading or specification of certain com¬ 
modities,. 

More liberal payment terms will help export. 

Export finance should be facilitated. 

Presence of unscrupulous elements in the trade. 

Vigorous advertising is required in foreign markets. 

Absence of machinery for settlement of disputes, 

Lack of finance for holding stocks, 

Arbitration arrangements are unfair to Indian exporters. 

Poor packing by manufacturers. 

No weighbridge Lit Vizagapatam ; exporters of minerals are 
handicapped because they have to rely on weight analysis 
at the buyers end where a shortage is always reported. 

3. Transport difficulties 
Lack of shipping space. 

Shortage of railway wagons. 

Delays in getting steamer berths. 

Freight rates should be reduced. 

Shortage of warehousing space. 

Delays on railway transit. 

Express freight trains should be introduced. 

Difficulty in obtaining carting orders from port authorities 
when shipping space has been reserved- 
4 Difficulties abroad 

Increase in import duties. 

Discrimination against Indian goods. 

Need for an organisation to provide exporters with information 
regarding the status and financial position of foreign buyers 
and of political and general economic conditions in foreign 
countries. 

Indian business men cannot proceed on. trade visits to some 
foreign countries because visas are refused. 

More help is required from Indian Trade Commissioners 
abroad. 
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Summary of memoranda submitted by Chambers of Commerce 
and Trade Associations and Export Promotion Councils, and points 
raised in oral evidence. 

I, Agricultural Machinery Dealers and Manufacturers’ Association 

of India, New Delhi, 

The members of the Association are not interested at present 
in the points raised by the Questionnaire, 

2- Ahmedabad Millowners Association, Ahmedabad. 

The Association is of the emphatic view that, in the case of 
Textiles, on account of mutually satisfactory relationship that has 
been established for a long time, there should be no need for any 
scheme of export credit guarantee. 

They arc, however, of the opinion that the scheme may be 
introduced with benefit in the case of export of some capital or 
durable cansumer goods in which cases credit facilities for a longer 
period are to be offered. 

The Association believes that the scheme should be primarily 
of a voluntary nature to be introduced after consulting the interests 
concerned. 

3 . All-India Exporters’ Association, Bombay. 

The Association welcomes in principle the Export Credit 
Guarantee Scheme so as to give protection to exporters of this 
country in the matter of extending credits to overseas buyers and 
other overseas risks relating to exports, subject to the considerations 
set out in the following paragraphs. 

So far as traditional exports are concerned, this country is 
well-established, and covering of credit risks is unnecessary and 
may even become burden-some to the trade. The scheme should, 
therefore, apply to such exports of commidities which are non- 
traditional and where in some cases the nature of business is such 
that it is worthwhile to insure them against risks. 

If the scheme is applied to all commodities in the beginning, 
there will be administrative inconvenience and confusion. A 
beginning should be made with a few commodities which need 
cover of risks immediately, the list of such commodities being 
extended gradually. 
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When the scheme is enforced, it should be compulsory for all 
exporters of such commodities as are brought under the list, to 
take such insurance, and there should not be any option on the 
part of any exporter whether to insure or not to insure. No 
exporter should have the chance to avoid the incidence of the 
scheme in respect of any commodity for which insurance was to be 
taken. For, an exporter should not be allowed to undercut in 
prices against his competitor by avoding the incidence of the cost 
of insurance. If there is no compulsion in the matter, the big 
exporters with resources may not take the cover against risks and 
may thrive at the expense of their rivals. So, under the operation 
of the scheme, the covering of the risks shoutd be compulsory in (he 
sense that it is a compulsory levy for all exporters and none should 
escape the same. The enforcement of the scheme should be in the 
same sense as the war risk insurance was compulsory for all 
exporters during the second World War. Since the Guarantee 
Scheme Corporation will be State—owned and taking the insurance 
as an exclusive organisation appointed by the Government for the 
purpose, it will not fulfil its purpose for protecting the export trade 
if its relation was voluntary with the exporters, the latter having 
option in the matter, in which case the scheme may not even 
function as may be desired. There should be a minimum insurable 
limit of Rs. 1000/- in value, shipments to the value below this limit 
being exempted from the insurance. 

Exports covered by letters of credit will, of course, not be 
covered by the scheme- Where, however, the letter of credit 
covers only a part of the value, the other part which is not so 
covered should be insurable with the Insurance organisation- 

On the question of fixing maximum credit limits for individual 
overseas importers, the exporter, where an overall ceiling is fixed 
to the exporter, will not be debarred from being insured or any 
how exporter will not be refused insuance with the Corporation. 
In short, no discriminatory treatment under a State-owned 
organisation should be permissible nor the initiative of energetic 
exporters should be killed by favouring well-established firms. 

It should be, possible for the exporter to choose as between 
'Contracts Policy' (covering both pre-shipment and post-shipment 
risks) on the one hand and a 'Shipment Policy’ (covering only 
post-shipment risks) on the other. There should be no compulsion 
for taking "Contacts Politicies". 
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While the scheme should cover a few selected commodities 
in the beginning and should be applicable to all exporters of all 
those commodities, premium rates should be uniform for shipments 
of big and small values and no concessions or rebates be allowed 
to large shipments or overall values spread over a period. For 
under a compulsory State-owned scheme of insurance, there should 
be uniform applicability of rates as in the case of a levy or a duty- 

Under a commodity wise compulsory scheme of insurance 
no exporter should be permitted to negotiate his shipping decu- 
ments in the absence of the insurance, except as may other¬ 
wise be provided for by appropriate exemptions- 

For the proper working of the scheme under the Corporation 
established by the Government, there should be advisory commi¬ 
ttees or boards attached to such corporation at every important 
port and such advisory committees should have a due representa¬ 
tion of export trade. 

The Association is opposed to the idea of covering the foreign 
buyer’s risk- It is no credit insurance at all. It is open to the 
importer to enforce the conditons of the contract with the 
exporter of this country. 

The scheme would not, of course, cover the risk of the 
repudiation of the contract by the buyer. But repudiation often 
takes place under some pretext when the market price goes 
against the buyer. Since the scheme is to be a compulsory one 
for all exporters, some method should be devised for protecting 
the exporter against such repudiation for no valid reason. 

The share of the risk under an insurance policy to be borne 
by the State Insurance Corporation should be 90% of the invoice 
value, the balance of 10% risk being carried by the exporter. 

Even under a compulsory scheme, the Corporation will have 
the discretion to refuse to insure against a particular risk, the 
exporter being free to take the risk himself. The refusal to insure 
in such cases should not unduly favour any exporter to escape his 
liability to insure for other risks. 

All - India Manufacturers’ Organization, Bombay 

An Export Credit Guarantee Scheme will go a long way in 
protecting the interests of Indian exporters from various risks 
attached to the export trade. 

With the rapid industrialisation of the country, India's foreign 
trade has been extending to several countries including China 
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and Rusia, The share of the new industries in the export trade 
is likely to increase in the future* 

In regard to terms of sale, there has been a gradual swing- 
over from confirmed irrevocable letters of credit to documents 
aginst payments or documents against acceptable bills 30 to 90 days 
'sight particularly in exports to middle East countries'* 

Shipments are made c. i. f. to U. K. and Continent and f. o. b. 
to Middle East countries. The question of marine insurance being 
taken with Indian insurance companies depends on the nature of 
the commodity and the supply position of the commodity. If the 
supply position is not very easy and if the buyer is keen to 
purchase, the seller is in a position to ask for marine insurance 
being taken in India. It should be possible to stipulate as one of 
the conditions applying to all export shipments under the Export 
Guarantee Scheme that the consignments must be insured with 
Indian insurance companies. 

Information regarding the financial status and business repute 
of the foreign buyers is obtained in the following ways :— 

(i) Reference to the bankers of the buyer ; 

(ii) reference to credit corporations where such corporations 
exist as in the U. S. A. ; 

(iii) reference to India Government trade Commissioners in the 
respective countries; 

(iv) sometimes, reference to Trade Commissioners in India of 
the importing countries ; 

(v) reference to the Director-General of Commercial intelli¬ 
gence and Statistics, Calcutta. 

Numbers (iii), (iv) and (v) are not properly equipped with the 
necessary information. Our Trade Commissioners abroad should 
be able to maintain and furnish status information about importers 
into those countries. 

Our Trade Offices abroad should also keep a complete and 
exhaustive record of the following : 

(a) commodities imported from India ; 

(b) reputed firms interested in Imports from India ; and 

(c) study the market and advice what other products could be 
exported from India, 
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The normal course adopted by the exporter in case of non¬ 
payment or disputes is 

(i) to settle the matter by negotiation ; 

(ii) to bring pressure on the buyer through some known firms 
in that country ; 

(iii) to refer the matter to the Indian Trade Commissioner in 
that country or the Trade Commissioner in India of the 
buyer's country ; and 

(iv) to resort to arbitration. The method of arbitration 
through Trade Association was not being followed in this 
country in the past, but Indian exporters are gradually 
adopting the practice. 

Exporters have suffered losses from all the post—shipment risks 
mentioned in Question 20 as well as from changes in the export 
and import policy of and export and import duties levied by both 
the exporter’s country and the importer's country. 

Credit facilities accorded by foreign exchange banks are 
comparatively more than those accorded by the Indian Exchange 
Banks. Only about 20% of foreign business is done by the Indian 
Banks, The foreign banks grant credit against a mere letter of 
credit, that is, they make a clean advance ; while the Indian banks, 
besides the letter of credit, require the pledge of goods for granting 
of credit. The reasons for the conservative policy adopted by the 
Indian Banks are stated to be as follows :— 

(1) The entry of Indian Banks into the field of exchange 
business is of recent origin, while foreign banks have a 
very long standing and wide experience in this field of 
service. 

(2) The financial resources at the disposal of the foreign 
exchange banks are immense as compared to those at the 
disposal of the Indian banks. 

(3) The foreign banks have a network of branches all over the 
world and, backed by immense financial resources, are in 
a position to undertake a little more risk while granting 
credit facilities. Indian exchange banks have started 
opening branches in foreign countries during the last ten 
years, and with more branch banks opened and more 
publicity, the Indian exchange banks may be able to grant 
better credit facilities to Indian exporters, Government 
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should make arrangements for purchasing or discounting 
bills which have been accepted by the buyer in the 
foreign country. 

India has not yet reached the stage at which she could under¬ 
take installation or other technical services overseas in connection 
with the export of goods or otherwise. There is no significant 
export of machinery at present. India may be able to render 
technical services to neighbouring countries with progressive 
industrialisation of the country. 

5. All India Plastic* Manufacturer* Asaociation, Bombay ; and 
the Plastic Export Promotion Council, Bombay. 

The plastics industry is of recent origin. At present, it caters 
mostly to the home market. Only 5% of indigenous production is 
exported, and that, too, to under-developed and neighbouring 
countries—Burma, Ceylon, Malaya, Indonesia, Pakistan, Middle 
East countries East and Central Africa, Mauritius, and Fiji 
Islands. 

Total value of exports of plastics goods, during the last three 
years is as follows :— 

Rs. 

1952- 53 13.63.600 

1953- 54 15,98,000 

1954- 55 14,41,000 

Exports of plastics goods are on the basis of cash against* docu¬ 
ments, documents against payment and documents on acceptance 
Bills. Shipments are f. o. b. ann c. i. f. Marine insurance is taken in 
India. 

The only difficulty met with has been delay in the remittance 
of money from abroad owing to shortage of foreign exchange. 
There have been no losses due to risks of change in import and 
export policy of Governments, Cases of refusal are rare. In case 
of refusal of goods, the goods can be sold to some other dealer. 

Indin exports face competition in almost all the countries to 
which they export the products ; there is severe competition from 
Hongkong and Singapore. 

Exports can be stepped up by fa) market research and adver¬ 
tising ; (b) by offering longer credit terms and by greater facilities 
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for export finance ; by granting drawback of customs duty on raw 
materials used in the manufacture of goods exported ; (c) by insur¬ 
ing the risks of bad debts of exporters. At present the plastics 
goods induitry enjoys the concession of drawback of duty on 
imported moulding powder such as polystyrene, cellulose acetate, 
cellulose acesate butyrate, and urea formaldehyde. The producer for 
claiming the drawback is cumbersome and results in considerable 
delay and the exporter is not able to ship the goods by the 
scheduled/stea mer. 

6, Andhra Chamber Commerce Madras. 

The members of the Chamber comprise manufacturers, 
exporters, bankers, importers, agents and merchants. They export 
the following to almost all parts of the world : tobacco, mica, man¬ 
ganese, iron ore, oils and oilseeds, turmeric, hides and skins, hand' 
loom goods and mill-made textiles, aluminium and other non-ferrous 
metalware, and general produce. 

Normal terms of shipment are c.i.f. In certain countries, the 
importers prefer f. o. b. quotations making arrangement for paying 
shipping freight and insurance in their own currency. The buyers 
in U. K., U. S. A., Czechoslovakia, Japan and China stipulate that 
insurance should be effected through a first-class company of their 
country. Most of these countries have chartered vessels which call 
at Indian ports. The make purchases on f. o. b. basis and pay for 
the freight and insurance in their own country. 

Most of the exports are direct sales against confirmed or un¬ 
confirmed irrevocable letters af credit. Pre-payments prior to ship¬ 
ment are very rare. Sales to countries like Ceylon are made on the 
basis of ‘‘payment on arrival of goods.” Tobacco is sent on consign¬ 
ment basis, on open credit. Where the parties have longstanding 
contact, credit is allowed, documents against payment 30 days sight, 
In the case of consignment sales, the period cannot be determined 
since payment will depend on the disposal of stocks. Exporters of 
iron and manganese ore to Japan and Czechoslovakia get SO per 
cent of valve against documents and they get the balance only after 
importers satisfy themselves with the quality and specification of 
the shipments. Since the exchange transaction pass through the 
banks, the bankers, cover the normal risks of fluctuations in 
exchange rates up to a period of 6 months. 

Indian exporters normally get information about the financial 
position of their buyers through banks, An export Credit 
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the exporters have to bear such losses. Sudden changes in export 
policy also result in losses to exporters. Commitments made prior 
to the imposition of a ban are usually accepted by the Government 
and exports in respect of such commitments are allowed. But the 
time-lag between banning exports and granting permission to 
honour prior commitments is so wide that inconvenience is caused 
to exporters and the foreign buyers. 

Certain shipments of tobacco were sent on consignment basis 
to Belgium and Holland about 2 years ago. They could not be 
sold, and the tobacco deteriorated. The goods were disposed of 
at great loss. 

Except the usual method of obtaining credit information and 
trying to get orders on letter of credit basis, there is no method 
available to exporters to protect themselves from risks attendant 
on exports. 

In the case of countries like China, Czechoslovakia, Hungary, 
Poland and the U, S. S, R„ trade is carried on by Monopoly 
Corporations of the States. These Corporations are the buyers of 
Indian goods in those countries. No credit terms are allowed to 
them. Business is normally done against letters of credit. 

Increase in export trade by providing long-term credit may be 
thought of in the case of new lines or lines in which India does not 
hold any monopolistic or advantageous position. 

Holding of stocks overseas would present many problems. 
This would entail opening of offices, maintenance of establishment, 
and remittance facilities, and similar problems. 

Market research and advertising will help in the long run to 
expand the market for a product. Exporters are aware of this 
method to improve their business and they have been doing their 
best in the direction. Their work is now all the more 'being 
furthered by the various Export Promotion Councils recently 

constituted. 

Finance does not appear to be a serious hardship in expanding 
our export trade. 

Manufacturing costs in India are rather rigid and prices are 
compartively higher than in foreign countries. If Indian exporters 

are to .compete effectively in foreign markets, costs of production 

should be reduced by rationalisation and other methods, 
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In the case of manufactured goods, some raw materials are 
imported from abroad; in such cases there is provision for refunding 
of customs duties paid on the raw materials- However, these 
facilities exist in respect of about 15 items only. The Chamber 
suggests that the scope of this concession should be extended and 
the rules simplified. The present procedure involves quite a long 
time for geeting refund and the process should be quickened. 

Importers always prefer to have connections with countries 
which have stable export policies and customs and other duties. 
It can be said that the market for groundnut oil has suffered a good 
deal on account of sudden levies of duties. The Chamber suggests 
that a more through study of the foreign markets should be made 
before the Government levied a duty or tax on an export item. 

7. Andhra Handloom Weavers’ Cooperative Society Ltd, 

Vijayawada. 

The handloom cloth produced by the members of the society 
is exported through the Madras State Handloom Weavers’ 
Cooperative Society who have opened emporia in Aden, Bangkok, 
Kulalampore, and other centres. 

The Society welcomes the export credit guarantee scheme 
which will assist exporters to increase exports by granting credit 
terms to the foreign buyers. It, however, considers that the 
exporter should bear only 10% of the risk, the insurance organi¬ 
sation bearing 90% of the loss. 

The Society is also of the opinion that the exporters should not 
be compelled to offer all their consignments for insurance cover 
under the scheme and they should be given freedom regarding the 
consignments to be offered. 

8. Andhra State Exporter* and Importer* A**ociation, Guntur. 

The members of the Association export chillies and coriander 
seed to Ceylon. The exports amount to Rs, 20 lakhs to Rs, 25 
lakhs per year. 

Most of the exports are on consignment basis, 80% of the value 
being received in advance; shipments are c.i.f.; marine insurance is 
taken by the exporters. Credit terms are granted to more than 
one importer, the credit limit varying with his capacity and status. 
Direct sales, such as they are, are on the basis of confirmed 
irrevocable letters of credit, Open predet is alsp allowed, the 
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period being from 2 to 6 months from date of shipment. So far, no 
loss has arisen either from post-shipment or pre-shipment risks, 
except delay in remittanee from Ceylon. 

“ Status ” information is obtained through banks and trade 
associations in the importing country, and sometimes through the 
Idian Trade Commissioners. 

Exports can be increased by market research, advertising and 
greater facilities for financing exports. 

I'n respect of consignment sales to Ceylon, advances upto 80% 
of the value remitted through the banks by the consignees cannot 
be immediately transferred to exporters here under the regulations 
of that country. In these cases, the Government of India may pro¬ 
vide the facility of immediate finance to exporters. The trade is 
in favout of banning consignment exports of foodstuffs and other 
perishable commodities. 

Chillies and coriander seeds can be sent quickly from Guntur 
to Colombo by rail. Apart from delays in rail transport, when the 
goods reach the southern port of shipment, the expected steamers 
could not be berthed in harbour for want of berths. The bills of 
lading could not be had in time before the export licence expires. 
Sometimes a delay of 4 to 5 days is not condoned, and the licence 
becomes invalid and the goods have to be re-transported or other¬ 
wise disposed of at considerable inconvenience and loss. The Port- 
Controllers should have some discretion in revalidating the licences 
in such cases. 

If the goods are not of the quality or specification contracted 
for, the Association is in favour of withholding future licences from 
the exporters concerned. 

9. Association of Merchants and Manufacturers of Textile 

Stores and Machinery, Bombay. The members of the Association 
are manufacturers and importers of textile stores, machinery, 
textile dyes and chemicals. The industries manufacturing these 
goods are in their infant stage and it will take time for developing 
export markets for them, A few items like carding engines, 
looms, and cotton ropes and bandings are allowed to be exported, 
but the exports are neglible or nil, 

10. Bengal Chamber of Commerce & Industry, Calcutta. The 
Chamber has left it to the export interests to reply to the Question¬ 
naire, and has no separate views to express. 



180 


11. Bharat Chamber of Commerce, Calcutta. The members 

of the Chamber comprise manufacturers, exporters, and bankers. 
They are concerned with the export of cotton piecegoods, raw 
cotton, cotton yarn, oils, oilseeds and oilcakes, chillies, manganese 
ores, iron ores, mica, kyanite ores, coal, jutegoods, tea shellac, rice, 
pulses, tobacco, raw wool, kapok, zinc oxide, manila ropes, hemp, 
hosiery goods, rubberised goods, waterproof cotton canvas, ready¬ 
made clothes, paints and varnishes, soap, and silk goods. 

The terms of sale vary from trade to trade and commodity to 
commodity. Nowadays, buyers are less inclined to open confirmed 
irrevocable letters of credit. The system of pre-payments is rare. 
Many commodities are sent on credit terms mostly D/P and D/A 
bills 60 to 50 days. Many importers in foreign countries insist that 
marine insurance will be covered by themselves and they prefer 
the insurance companies of their own country. Contract prices 
are fixed in both foreign currency and in Indian rupees. The banks 
do not cover exchange fluctuations for more than 6 months. 

There is need for reliable sources of information regarding the 
status and financial position of foreign buyers. There is no proper 
machinery for enforcement of payments. 

There are many complaints about refusal to accept goods on 
the ground of non-conformity to specification or the quality of the 
goods, or delay in delivery. Except in the case of shipment 
covered by confirmed irrevocable letters of credit, the exporters 
have to suffer losses by such refusal, The complaints are settled 
through negotiation and persuasion. 

Though Indian exporters specially make provision for arbitra¬ 
tion in the contracts, the foreign buyers insist on arbitration in 
their own countries. There is no system of naming the arbitrators 
in advance, but there are some contracts in which the names of 
the chambers of commerce and trade associations are given in 
advance as arbitrators, but names of individual arbitrators are not 
given. Some of the exporters nominate the Arbitration Tribunal 
of the Federation of Indian Chambers of Commerce and Industry, 
New Delhi. 

(Supplementary memorandum) 

Where it is not possible to obtain satisfactory information 
about the financial status and business reputation of the buyer, 
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exports are generally made on the basis of irrevocable letters of 
credit. 

Where credit terms are offered, instances may occur where 
payments are withheld for reasons of political unrest or govern¬ 
mental restriction on transfer of exchange as in some Latin 
American and Middle East countries. 

In future export trade from ^ndia may increase with new 
markets such as Indonesia, Poland, Austria, Yogoslavia, and 
U. S S. R. Exporters to these countries, in view of the .political 
risks involved, will not ordinarily be able to negociate the bills 
with the exchange banks in India. Some new arrangements woi^, 
therefore, be necessary for increasing the volume.of trade wit h 
these countries. 

In ( the opinion of the Chaipber, any scheme of export credit 
gu^ntee must be flexible and voluntary. The premium rat$ 
should not be more than 1%. 

12. 'Bombay Chamber of Commerce, Bombay, and Madrat Chamber 
of Commerce, Madrat 

Both the Chambers are affiliated to the Associated Chambers 
of Commerce and Industry, Calcutta. 1 The latter body expressed 
its views on the draft scheme in a ‘memorandum addressed; ta thft 
Ministry of Commerce & industry in Sept., 1555. The Madras and 
Bombay Chambers hold the same views which are summarised in 
the following paragraphs. 

A guarantee scheme was unnecessary .in the case of well 
established, well organised industries where trade contacts were 
reliable and adequate safeguards were already provided for any 
difficulties which might occur. In the case of industries newly 
developing an export trade or developing new markets such a 
scheme would provide help and encouragement. For these reasons 
and because it was thought that dny scheme should be optional, 
two alternatives to the Government proposal that insurance would 
apply only to exporters undertaking to cover all their consignments 
were suggested.— 

(a) the scheme might be worked on a destinational basis : i.e., 
exporters should undertake to insure all consignments to 
a particular country but not necessarily to other countries; 


or 
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ft) there should be differential premium rates for those 
insuring all and those insuring only selected consignments. 

There was no objection in principle to the proposal that 
exporters should bear a proportion of the risk, but it was suggested 
that 20 per cent was too high and that the exporter s share should 
not be more than 10 per cent at the most although the amount 
could vary with the type of goo^s insured. An exception to this 
principle might possibly be made in the case of attempts to 
establish new exports in the face of strong overseas competition. 

It was felt that twelve months was too long a period to 
expect the small trader (to whom the scheme rvould be of most 
value) to wait for payment and that the guarantee should operate 
in the case of the failure of a buyer to pay within a shorter period; 
say, six months. 

It would be necessary to charge very low premiums which 
could be borne by the exporter as any attempt to pass these on by 
way of increased prices would be deterimental to the trade of a 
developing or competitive market. In fixing premium rates it 
should be borne in mind that the scale of assistance should not 
be large enough to encourage unsound business practices, 

As an alternative to the proposal to set up a Central Insurance 
Organisation it was suggested that the scheme should be run by 
a pool of private insurance firms on behalf of the Government as 
was done in the case of the ^Va^ Risks insurance scheme- 

It was also though that consideration should be given to 
supplementing Government's proposals as follows:- 

(a) Under a ‘shipment policy’ the exporter should be gaur- 
anteed against cancellation of the contract and against an 
increase in freight rates after the conclusion of the 
contract; 

(b) a spacial provision might be made for losses sustained in 
the initial stages of market development; 

( c ) cover should be available against the risk of shortage 
of exchange in the buyer s country, 

(d) since many exports are financed by the banks provision 
should be made for the policies issued under the scheme 
to be assignable; 
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(e) various types of cover have been proposed; it should be 
optional for the exporter to take out whichever type he 
chooses and to obtain cover for himself or the buyer, 
or both; 

(f) provision might be made for the non-execution of contracts 
due to ‘force majeure' in India* 

13. Bombay Piece-goods Merchants Association .Bombay. 

No comments in general. The members were advised to reply 
to the Questionnaire, 

14. Bombay Oilseeds Exchange Ltd. Bombay, 

Some of the members of the Bombay Oilseeds Exchange are 
manufacturers and/or exporters of oilseeds and oils ground nuts, 
groundnut oil, castor oil, and linseed oil, 

The export trade in oils and oilseeds is done by direct sales 
on the bases of confirmed irrevocable letters of credit and/or 
documents on arrival. Where credit is allowed, the exporters draw 
D/P bills for 4 months. In some cases goods are sold through 
agents in the importing country and in some cases there are agents 
in India who sell to their principals. There has been no case of 
non-payment 

Contracts provide for disputes, if any, being settled by 
arbitration. Names of arbitrators are not stated in the contract 
but it states that in cases of disputes arbitration would be as per 
rules and regulations for arbitration of any one of the following- 

fa) The Bombay Chamber of Commerce, India. 

(b) The Incorporated Oil Seed Association, England. 

(c) The London Oil and Tallow Trades Association, (London) 

(d) The New York Produce Exchange (U. S. A,) 

Indian oils are superior in quality, and no complaint on the 
ground of quality arises. 

The Board of the Bombay Oilseeds Exchange is of the opinion 
that the export credit guarantee scheme would be usefull only 
in the case of such item3, exports of wuich are spread over a long 
time, and/or payments for which are also spread oyer a long 
period. In the case of export trade in oilseeds and oilsj, neither 
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the exports nor the payments thereof are spread Over a long 
period. This trade is normally carried cn hv opening of letters of 
credit or payment against documents and therefore, the risks envi¬ 
saged by the export credit guarantee scheme are not applicable 
in the case of this trade. It is the opinion of the Board of the 
Bombay Oilseeds Exchange that, if this scheme is applied to oilseed 
and oils trade, it would unnecessarily be burdened with such costs 
which would make our oilseeds and oils less competitive in the 
International market. 

I5> Calcutta Jute Fabrics Shippers Association, Calcutta. 

The members of the Association had the opportunity of 
discussing the scheme with the Committee in Culcutta in February, 
1956 and. thererfore. the Association has very little to add to the 
vfews expressed by them at' that meeting. 

16. Calcutta Tea Merchants Association, Calcutta. 

The Association welcomes the export credit guarantees 
sc&eme to over all the risks of exporter mentioned in Question 20. 

Mbst exporters sell on L/C terms, but the letter of credit dobs 
ndlt fcb^fer the full ateount. Letter of credit terms of business arg 
be ing replaced by D/P bills drawn by exporters to ; be able to 
compete with the other countries. 

The experience'of the tea export trade has* been that buyers 
in Middle East countries refused to take delivery of the goods 
of#n c<n ymy flimsy ‘grounds when , the market changed against 
them.. In 1952-53. the Eastern countries used to refuse acceptance 
of goods on account of price decline in the period between the 
placing of orders and the arrival of the goods in their country. 

Occasionally orders are cancelled on account of delays involved 
in* ^hifi’ping £oods, owing td non-availability of shipping space, 
particularly to the Persian Gulf Ports. 

Difficulties,are also ‘experienced at the buyer’s end duetto 
sudden imposition of import and exchange’transfer restrictions- 
Transfer difficulties arose in th? case, of exports to Iran ^nd South 
American countries. 

In 1955, the New Zealand Government suddenly imposed 
import restrictions, which affected the importers of tea. Sudan 
also cancelled’ import licences. 
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Another difficulty at the importer’s end is the intrcductich of 
ftew standards for quality laid down without adequate notice; for, 
in 1954, Egyptian importers refused to take delivery of the goods, as 
Egyptian regulations in regard to standards of quality for tea were 
changed all of a sudden and certain scientific quality in terms of the 
new regulations was demanded by the importers, although the goods 
had reached the Egyptian port in the meantime 

In case of non-payment . a “ protest " is made by the seller thro¬ 
ugh which the shipper does his business and this “protest” serves 
as legal notice to the non-paying importer. Actually, no legal pro- 
cedings are taken, and no effectual machinery for enforcing pay¬ 
ment exists. 

No arbitration is included in the contracts and no provision 
for settlement of disputes exists. Refetences to Indian Consulates or 
Trade Commissioners abroad produce no tangible results. Ncu trade 
organisations are also interested in such disputes up-tp the present 
date . 

The exporter's profit is limited to 1 to 2%. The ptemium rates 
should , therefore , be kept as low as possible . The rate of premium 
should be different for different commodities and for different 
periods of credit terms offered. A basic rate might be fixed for cash 
against document terms with increases for : 30 days right, 60 days 
sight, and so on. 

Government may extend financial help to the seller when he 
extends longer-ctedit 'to'the buyer. 

Government Export Credit Insurance Organisation may be 
required to assist sellers who are private parties for information and 
reports on the buyer's reliability ; such information is not always 
very precisely* known through bank'references only. In other 
words, bank references may limit tradevonly to those parties who can 
furnish such references. If reference is 1 available through Govern¬ 
ment sources, trade will feel more secure. 

The Insurance Organisation should alio utilise” Exporters’ 
Associations in different commodities for enforcement of standards 
and obviating risks incurred by supplying goods of quality ot speci¬ 
fication not contacted for and by delayed deliveries. There canr’ot 
he any satisfactory regulation in respect of such defects except 
through properly constituted Exporters' Associations. The State 
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Export Insuranee Organisation may, therefore, consider the wa ft 
and means of having such Associations being formed or of utilising 
existing associations, 

17. Cashew and Pepper Export Promotion Council, Cochin. 

The Committee of Administration of the Council, having dis¬ 
cussed the Questionnaire suggested that all the members would be 
sending their replies direct to the Export Credit Guarantee Com¬ 
mittee. As such, the Council felt that it need not forward its 
views separately. 

18. Cochin Chamber of Commerce, Cochin. 

The Chamber having left it to its members to answer the 
Questionnaire in detail, has no comments to offer in general. 

19. East India Cotton Association Ltd., Cotton Exchange, Bombay. 

It is not at all necessary to extend the Export Credit Guarantee 
Scheme to commodities like cotton, for which there is already a 
well-established trade, and no difficulty seems to have been experi¬ 
enced by exporters on ground of non-paymant of bills. 

The Scheme may, however, be made applicable to manufactured 
articles like textiles, machinery, and bicycles, which are sold on 
credit and on deferred payment terms and which, in addition to the 
usual commercial risks, are liable to be affected by changes in 
certain circumstances, i. e., changes in Government policy and 
currency regulations. 

20. Engineering Association of Northern India, Batala. 

There are 40 members of the Association who are manufacturers 
of chaff cutters, machine tools, and bandsaws. There are also 22 
fabricator members. 

The member-firms are small-scale units who cater only to inter¬ 
nal demand at present. They want to export their products to 
other countries. They would, therefore, benefit by the export credit 
guarantee scheme when introduced. 

21. Federation of Biscut Manufacturers’ Association of India. New 
Delhi. 

Owing to the high cost of ingredients which the indigenous 
manufacturer has to pay, it is not possible for the Biscuit Manu¬ 
facturers to quote competitive rates to the neighbouring countries 
and, therefore, they find it difficult to establish their export trade. 
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22 . Federation of Gujrat Mill* and Induatriei, Baroda. 

The Federation has no views to offer. 

23. Federation of Indian Chamber* of Commerce and Industry New 

Delhi. 

The Federation recognises that, in a buyer's market, where 
competitive credit terms are offered by the other countries, 
export credit guarantees have tended to be an essential part of 
sales promotion techniques. It also concedes that the insurance 
scheme provides against losses resulting from circumstances which 
are beyond the exporter's control and which are not ordinarily 
accepted as insurable risks by commercial insurance companies, can 
make it easier for the exporter to.obtain finance through the banking 
system. 

The Federation, however, considers that the utility of the 
scheme and the question of its introduction must be related to the 
composition and direction of our foreign trade and the anticipa - 
tions in this behalf during the coming years. 

Export credit insurance need not be provided for the commo¬ 
dities of which there is a shortage in the country and the export of 
which is regulated. 

With regard to exports of semi-capital or durable 
consumer goods, such as agricultural implements, electrical 
transformers, diesel engines, fans, bicycles, and sewing machines, 
credit facilities of a longer period have to be offered to 
foreign importers ; and in those cases, it might be necessary to 
cover the risks. And exports of machinery of all kinds and durable 
consumer goods could be helped by export credit guarantees. 

The Federation favours the issue of two types of policies as in 
the U.K.. the “shipments policy" and the "contracts policy,” In 
addition to the risks covered by the U. K, scheme under both the 
types of policies, the Federation considers that the Indian scheme 
should cover, under the "contracts policy,” risks due to non-fulfil¬ 
ment of contracts for reasons beyond the control of the exporter, 
including the non-availavility of transport and the risks arising as 
a result of enhancement of export duties subsequent to the con¬ 
clusion of a contract. 

The Federation is in favour of a limited scheme of export 
credit guarantee and not of a comprehensive scheme covering all 
goods. The scheme should be applicable to a few specified commo- 
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dities, at any rate to begin with; and all export consignments 
should be required to pay a premium. The general aim should be 
to cover such consumer goods and capital goods which are newly 
developing lines of exports. The scheme should, however, be flexi¬ 
ble so that more commodities can be brought within it purview 
from time to time. 

In regard to the extent to which the value of the goods covered 
by the insurance policy should be guaranteed against losses by 
Government, the Federation suggests that, subject to variations 
from country to country, guarantees should be given to the extent 
of 90% of the value of the goods shipped or contracted for, the 
exporter sharing the balance of the risk. 

' .» J < ' ■ 

The Federation feels that there is no need to offer guarantees against 
devaluation of foreign currencies, Nor does it consider. th,at there 
is ajpy, need for guarantees such as those relating to external 
trade policies” in the U, K. under which cover is provided for 
merchants trading in raw materials, consumer goods or durable 
goods of overseas origin. The Federation does not also feel the 
need for “dollar market policies" under which the risks of ex¬ 
ploring, developing, servicing and feeding the market is shared. 

For the present, the scope of the scheme need not be widened 
so a^bo'httempt to remove the importer’s fears also in regard to 
the fulfilment of contractual obligations of the Indian exporters. 

The Federation suggests that the risks covered by the Export 
Credits Guarantee Department in the CJ. K. (enumerated in Ques¬ 
tion 20) may reasonably be adopted as a basis for working out the 
Indian scheme. At the same rime, the Federation is in favour of 
instituting guarantees in "Contracts policy" by which the additional 
risks- are covered such as the cancellation or non-renewal of export 
licence or the imposition of restrictions on the export of goods not 
previously subject to licence. The Federation further saggests 
that risks of non-fulfilment of the contract as a result of 
non-availability of transport and risks due to enhancement of export 
duty after the conclusion of the contract, should also be covered 
by the “Contracts Policy.” 

Apart from short-term policies for a duration of about 6 
months, the scheme in India should provide for medum-term policies 
for export of capital goods: From a long-term point of view, this is 
desirable as in due course India is bound to become an exporter of 
industrial plant and machinery specially to South East Asia and 
West Asia. 
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The rates of premium, while they may vary accoding to the 
type of goods, the risks involved, and the terms of payment, should 
be fixed at moderate levels. The premium rate should not exceed 
1% in any case. The premiums should be just enough to make the 
scheme self-supporting. Moreovre, if a shipper wants to cover 
only 50% of the risk he should be charged a lower rate of premium 
than if he wants to cover 80% or more. The risks can be divided 
into different categories; say, those covering upto 25%, 50% or 75% 
risks. The rates will thus differ with the nature of the commodity 
exported, the country concerned, as also the terms of export. 

On the question of setting up the agency for the administration 
of export credit gurantee. the Federation suggest that Indian Insu¬ 
rance Companies might be consulted as to whether they would like 
to float a company for the purpose. If the reactions of India Insu¬ 
rance Companies are not reassuring the Federation suggests the for¬ 
mation of a Corporation under Government auspices and associ¬ 
ate the representatives of the trade with the working of the Cor¬ 
poration. There should be Central Advisory Council of business¬ 
men and bankers to advise the Corporation, Advisory Committees 
may also be formed at the major port towns. 

The State Insurance Organisation should have the basic feature 
of a private concern operating with speed and efficiency. Claims 
should be settled promptly, and the whole success of the scheme 
will depend upon the manner of its implementation. 

The proposed Insurance Organisation should also become a 
member of the International Association known as the Union D 
Assureurs Pour Le Controle Des Credits Internationaux” so as to 
become eligible for exchange of Information between tbe members 
of the Union about the credit status of foreign buyers and about 
the credit situation in various countries. 

24. The Grain and Oilseeds Merchants' Association, Bombay. 

The members of the Association are mostly export merchants. 
A few oil crushers who crush oilseeds also export directly. 

Oilseeds, oils, and oilcakes are exported mainly to U.K., 
Germany, Italy, Canada, Japan, and Burma. Rice and pulses are 
exported to Persian Gulf and middle East countries, There are no 
re-exports; nor is there any external trade. 

Exports are by direct sales, mostly on L/C and some on D/A 

30 to SO days, Shipments are C.I.F and C. and F, U. K. buyers 
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insist on insurance with British companies, It is gathered that 
some of the Indian Shippers have prevailed upon their foreign 
buyers to take out insurance with first-class Indian insurance com¬ 
panies. Whether marine insurance is taken in India or elsewhere 
depends upon circumstances and the business relations between the 
buyer and the sellers. 

Prices are generally fixed in terms of sterling. Loss from 
exchange fluctuations in other currencies does not arise in the case 
of exports covered by L/C; and in the case of exports on credit 
term, no loss has so far occurred owing to exchange fluctuations. 

There is no proper arrangement for getting information on the 
status and financial standing of the foreign buyers. Nor is there 
any effective machinery for the enforcement of payments in the 
buyer foreign countries. 

The contract contains an arbitration clause for settlement of 
disputes regarding the quality. The shippers name the arbitrator 
on the recommendation of foreign brokers who are in the same 
trade, or they are chosen from professionals engaged in surveying 
superintendence. For U.K. and continent generally, there is an 
arbitration clause to the effect that arbitraion as per London Oils 
and Oilseeds Trade Association and 1.0 S.A- contracts. For 
other countries there is no specific machinery; and arbitration is to 
be carried out by appointing individual arbitrators. Recently the 
Federation of Indian Chambers of Commerce and Industry framed 
arbitration rules and advised Indian shippers to print on the contract 
that arbitration will be through the Federation’s Arbitration 
Tribunal. It is felt that Indians shippers have not enthusiastically 
accepted the Federation’s suggestion. 

Changes in export policy results in losses to Indian shippers. 
For axemples, shipments of pulses were made to Ceylon and Sin¬ 
gapore at a price when there was a restricted quota of exports.Then 
suddenly, grams were made exportable freely. This led to a heavy 
decline in prices of grams in the Colombo and Singapore markets 
All shipments were disputed andi as a consequence, 20 to 25 per, 
cent loss was borne by most of the exporters. 

Exporters have suffered losses on account of imposition of new 
import restrictions, delay in the transfer of money to India, 
and increase of freight and/or marine insurance charges in c-i.f. 
contracts and non-availability of shiping space. If the goods are 
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not shipped by the due date owing to non-availability of transport 
and shipping space, the shipper will lose the confidence of the 
buyer; and, since the export q iotas are granted on the last per- 
formence, the shipper will lose a chance in participation of quotas 
declared for undisclosed ceiling, The goods which could not be 
shipped because of lack of freight space, will have to be re-sold 
at a loss, 

In the past the shippers have incurred losses on account of en¬ 
hancement of export duty after the conclusion of the contracts. 
But now the shippers are careful to provide in the contracts that 
enhancement of export duty will be borne by buyers. 

Imposition of restrictions on the export of any commodity 
not originally subjected to restriction will naturally handicap 
Indian shippers and will involve them into loss. Indian exporters 
meet with competition in foreign markets in castor oil from Brazil; 
in linseed oil from Argentina, Canada, and the U.S.A ; in ground¬ 
nut oil from East and West Africa ; in rice from Burma and 
Thailand, A long-term and steady export policy should be 
pursued so as to enable Indian exporters to take advantage of poor 
oilseed crops in other countries during certain seasons. 

The difficulties in the way of exports of oils and oilseeds are 

(1) lack of shipping space, 

(2) arbitrary fixing of basic year for allotment of export 

quotas. 

(3) fixing a celling on exports by an individual shipper ; 

this leads to the practice of a different firm loaning the 
name to an exporter in consideration of the latter paying 
a premium for its use. 

25. Gujarat Vepari Mahamandal (Gujarat Chamber of Commerce) 

Ahmedabad. 

If Indian exporters have to compete successfully in foreign 
markets, credit terms will have to be offered to foreign buyers. 
Where credit terms are offered at present, they extend from 60 to 
120 days. Government must provide financial help to exporters 
to allow credit for longer periods to overseas buyers. 

In order to avoid disputes regarding the quality and weight 
of Indian goods. Indian surveying and superintending firms should 
be enabled to function in overseas markets, 
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Non-availability of railway transport and changes in export 
policy stand in the way of increasing Indian exports- 

Exporters are handicapped due to absence of proper dis¬ 
semination of information regarding the demand for particular 
goods in overseas markets. The staff of the Indian Trade Officers 
abroad should be strengthened. Reports of Trade Commissioners 
are published after a long time, when the information contained 
in them becomes out of date. The reports should be published 
promptly. 

26. Indian Bristle Merchants Association, Kanpur 

The export credit guarantee scheme will, of course, not cover 
sales on the basis of confirmed irrevocable letters of credit. 

Dressed bristles are sent on consignment basis to London for 
Public Auctions. Small advances are made on these consignments 
through the banks, and the balance is received after the auctions. 
Should the brokers in London to whom the goods are sent become 
insolvent, the exporter stands to lose heavily. This risk should be 
covered by the export credit guarantee scheme. 

If the guarantee scheme could finance the exporters for 
holding stocks of the bristles overseas, the exporters could fetch 
better prices by selling at the opportune time. Under the present 
system of sale in public auctions in London, the seller faces the 
difficult position of his goods remaining unsold in a falling market. 

In a falling market, the foreign buyer may repudiate the 
contract. Such risks should be covered by the scheme- 

The scheme may be initiated by bringing under it only a few 
a selected commodities, and should be made compulsory to avoid 
undercutting of prices by those who do not partake in this scheme 
The list of commodities may be revised from time to time by 
bringing in more items gradually. 

Premium rates should be low enough as not to impose an un¬ 
necessary burden on the trade. Premium rates should be uniform 
irrespective of the quantity and value of the exports offered. 

Minimum insurable limit should be fixed, say Rs, 1000/-; so 
that the exports whose value is legs than Rs, 1000/- need not be 
ingared. 
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There should be an advisory body of representatives of various 
trades, in rotation, attached to the agency which would implement 
the scheme. 

27. Indian Chamber of Commerce, Coimbatore. 

The exportable commodities from the Coimbatore District 
are handloom and mill-made cotton cloth, cotton yarn, cotton 
waste, groundnut oil and cake, tobacco, skins and leathers. 
They are exported mostly to countries in South East Asia. 

Export sales are made direct, by means of foreign auctions, 
and on consignment account, more often in foreign currency. 
Both F.O.B. and C.I.F. terms are offered. Pre-payment is received 
in 'certain cases ; in other cases, irrevocable letters of credit are 
opened. Documents are cleared at sight. In other cases, credit 
is allowed upto 3 months. 

Information about solvency of the foreign buyer is obtained, 
if necessary, through banks. This is not adequate. More auth¬ 
entic information is necessary. 

There have been complaints by buyers on account of non¬ 
conformity or the goods to quality or specification and shortages; 
and in the absence of arbitration clause in the contract, the 
exporter suffers losses. „ 

The Chamber is of the view that, in view of the existance 
of various other agencies and means of export promotion (e.g. the 
Handloom Board, Export Promotion Councils, and Indian Trade 
Commissioners’ offices abroad), the setting up of a State Corporation 
for undertaking export trade with certain countries is not necessary. 
Private individuals and organisations may be encouraged by supply 
of all necessary information and finance. 

Although the primary object of the Export Credit Guarantee 
Scheme should be the insurance of risks involved in the grant of 
credit by exporters, the scheme should also provide for more 
financing facilities. 

28. Indian Chamber of Commerce, Guntur, 

Exports fpom Andhra consist of. 

Groundnut oil—to U.K. and the Continent; U.S. A; Canady 
Far East, 
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Leaf tobacco, (unmanufactured)—to U, K; Norway; Holland; 
Belgium: West Germany; Yugoslavia; Czechoslovakia; 
China ; Hong Kong ; Japan : Russia ; Ceylon ; Egypt and 
Indonesia. (The first four grades of leaf go to U.K; 
the rest to others), 

Chillies (to Ceylon). 

Exports of groundnut oils are on direct sales and can be 
shipped within a fortnight from the date of receipt [of order 
subject to availability of transport to the port. Exports of 
chillies and tobacco are partly on direct sales and partly on con¬ 
signment basis, shipments of tobacco are f.o.b, and c. & f; of 
chillies c. & f. and of oil c-i.f. and c. & f. 

Payment is mostly in sterling- For tobacco exported to China 
and Indonesia, prices are quoted in rupees. No loss has occured 
due to exchange fluctuations which are covered by forward contracts 
with banks. 

Groundnut oil is exported on the basis of confirmed irrevo¬ 
cable letters of credit and on documents on arrival. Tobacco is 
also exported on the basis of confirmed irrevocable letters of 
credit; and on documents on arrival- Where prepeyments are 
received, against goods exported on consignment basis, they are 
treated as advances. In the case of goods exported on the basis of 
documents on arrival, D/P Bills or Acceptance Bills are drawn 
upto 3 months. 

Exporters have no proper means of ovtaining inforomation regar¬ 
ding the status of overseas buyers, Enquiries are made through 
banks. 

In the case of leaf tobacco sent on consignment basis to China 
in 1942, the stocks were seized by the Japanese during the Sino- 
Japanese conflict. 

There have been instances where exporters have had to pay 
for the additional handling charges due to intreruption or diver¬ 
sion of voyage outside India, In one case, owing to dock strike 
in London, the tabacco had to be kept somewhere on the Contti- 
nent. Other risks which the Association would like to cover are 
variations in export duty, and marine insurance and freight rates. 
It is also stated that the Government of Indonesia had refused to 
extend the period of validity of the import licence to import 
tobacco, No transfer risk has been experienced so far. 
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Indiin exports are meeting with severe competition. Trade 
delegations will have to be sent to countries where we are not 
already exporting and goodwill missions to countries where we 
have already a market. 

The export trade in groundnut oil and other vegetable oils 
is well-organized. The trade in tobacco and chillies is still in an 
unorganised state, except a few wealthy individuals who have 
established themselves in the tobacco trade, A large number of 
smaller dealers have been exporting tobacco on consignment basis, 
which is not to the advantage of the exporter because the stocks are 
sent overseas in anticipation of finding a good purchaser. So in 
the tabacco trade credit plays a vital role right from the primary 
producer up to the foreign agent who disposes of the consignment 
stocks overseas. The system of consignment sales of tobacco to 
overseas markets should be studied by Government further with 
a view to removing the obstacles in the way of the export trade . 

Exports of tobacco and chillies can be increased by market 
research, advertising, and financing and warehousing facilities. 

29. Indian Chamber of Commerce, Tuticorin. 

The proposed export credit guarantee should cover all losses 
outride India and beyond the control of the exporter or importer 
and not usually coverable under commercial insurance, Besides, 
additional and unexpected losses uncoverable from the buyer 
should also be covered. 

In the opinion of the Chamber, Government should make a 
beginning by introducing the shceme to selected commodities and 
expand the facilities to others as and when necessary, so that the 
actual advantages could be properly assessed as the scheme 

progresses. 

The rates of premium should be fixed at a moderate level so 
that the cost of the export goods may not get inflated and thus 
retard the promotion of exports. 

The Government sponsored Export Credit Insurance Cor¬ 
poration should have the benefiit of the advice of a Central Advi- 
sory Council of business-men and bankers and insurance companies. 

30 Indian Chemical Manufacturers’ Association. Calcutta. 

The members of the Association export drugs and madicines 
manufactured by themselves to Burma, Ceylon, Hongkong, Malaya 
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Kuwait, Egypt. Saudi Arabia, Ea3t Africa, Thailand, East Pakistan 
and Mepal. They also export chemicals such as caffeine, aluamia 
Metric, and glycerine to U.K. and East Pakistan. 

Exports are on the basis of of direct sales and on letters of 
credit. Sometimes credit is allowed D/P 60 days sight, Marine 
insurance is generally taken in India. In a few cases, buyers 
arrange for marine insurance and this is done by mutual arrange¬ 
ment In Pakistan, the insurance is done with Pakistan Insurance 
Companies under the laws there. 

There is no proper machinery for recovery of money in case 
the party defaults or repudiates the contract. It is but rarely that 
thfcte an arbitration clause- 

Exports carv be increased by longer credit terms for payment, 
h'pidihg Stocks Overseas, advertising and market research, and 
gtgatef fihartcing facilities. 

31. Indian Engineering Association, Calcutta 

The Association has left it to its members to answer the 
Questionnaire. 

32. Indian Jute Mills Association, Calcutta 

Irt reply to the Committee’s letter, the Association states that 
the jute goods manufactured by member mills are exported not by 
the thills themselves but by shippers in the membership of the 
Calcutta Jute Fabrics Shippers Association and other similar 
bodies. On the general points raised by the Committee's question¬ 
naire, the Association refers to its communication addressed to 
the Ministry of Commerce & Industry in 1955, in which the 
following points were made. 

For a well established trade such as India’s export trade in jute 
godds, ail ftxptfrt 'Credit Guarantee Scheme was quite unnecessary, 
If thfesfeheme Wefce corftpulsory and the premium rates Were $%,’ 
the cost to the Jute Industry would be in the region of Rs. 50 lakhs 
a year, and this would be much too expensive unless the 
introduction of the scheme were to result in a substantial increase 
in India's exports of jute goods. In the considered opinion of the 
Association, such a result could not be expected in the jute goods 

trade and, as h bulk of this trade is conducted through well 
established channels, an Export Credit Guarantee Scheme would 
Ve Entirely superfluous. India has now been exporting jute 
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manufactures for a very long time, and this trade is carried oiit 
through a highly complex Organisation which has gradually 
developed over a period of more than 50 years and which has 
established trade contacts in all the principal markets of the world!. 
Within this organisation the mills sell their finished gcods to 
reliable shippers who are well-known to them, and the shippers in 
turn export the goods overseas to foreign buyers with whom they 
have built up long-standing and mutually satisfactory relationships. 
These transactions are conducted on standard fnrms of contract 
which have been evolved to meet all the requirements of the trade, 
which have stood the test of time and which provide adequate 
safeguards for both the buyer and the seller* These conditions 
apply to at least 90% of India's jute exports aqd. in particular# t® 
exports to the U. S. A .which is the largest consumer of Indi?9 
jute goods; while in Argentina,the U. K„ and Australia buying *9 
undertaken by Government on a centralised basis. It is possible 
for some of the smaller and less well-established markets, such 
the Middle East and China, a Guarantee Scheme might be rtf some 
advantage but. in the circumstances mentioned, it wwM W 
essential that any such scheme should be optional, so that it would 
apply only to certain markets and the particular consignments 
of jute goods, and were the scheme to be introduced, there aright 
perhaps be different rates of premium for exporters wishing t« 
insure only all the exports and those who insure a proportion of 
them. 

As regards the gurantees to the overseas buyers against failqfe 
on the part of Indian exporters to fulfil their contractual «bH* 
gations, the Assocition considers that such a provision would 
greatly add to the complexity of the scheme and would be quite 
unnecessary for the bulk of India's export trade in jute goods. 

33. Indian Merchant* Chamber, Bombay. 

The Chamber welcomes the proposal fox the institution of 
an Export Credit Gurantee Scheme, subject to the following 
observations. 

The scheme should at any rate in the instance be roadeappli- 
c^ble only to a few classes of commodities and not to all -th* 
commodities exported out of the country. 

In selecting the commodities to which the guarantee seh^aag 
should be made applicable, the following factors should be tffltpg 
into account;- 
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fa) The; Commodities should be those the exports of which we 
are anxious to develop and the trade in respect whereof is 
organized on some basis. From being a traditional ex¬ 
porter of primary commodities, India is gradually in¬ 
creasing the exports of machinery and durable consumer 
goods, such as electrical transformers, diesel engines, sewing 
machines, and bicycles, in respect of which longer credit 
terms may have to be extended to the foreign buyer, 
(b) The selection of the commodities should be decided on 
the basis of prior consulting with associations repre¬ 
senting the trade interests in the commodities to be 
brought within the purview of the scheme. 

Restriction of the scope of the scheme to a limited number of 
articles would go counter to the objective of providing a wider 
coverage and the resultant low premium rates. This difficulty, 
however, can be overcome by stipulating that, once a commodity 
is selected for inclusion under the scheme, it should be compul¬ 
sory for all exporters of that commodity to insure with the export 
credit insurance organisation. Such a provision would, on the one 
hand, assise the objective of wider coverage, and, on the other, 
-remove the possibility of any invidious distinction between one 
exporter and the other in the matter of competitive capacity as a 
result of increased cost of the goods on account of payment of 
permiums, which would be the case if it were to operate on a purly 
voluntary basis. 

Even under a commodity-wise compulsory scheme of in¬ 
surance, the insurance organisation may refuse to guarantee any 
particular consignment or only to accept any part of the risks, 
while it may be necessary to have such an enabling provisions, the 
the Chamber suggests that the factors and the circumstaces govern¬ 
ing the refusal to gurantee a particular risk should be clearly and 
specifically defined and notified for the information and guidance 
of>exporters. Moreover, just as the Insurance Corporation would 
’te certain circumstances be entitled refuse to cover the risks in 
respect of particular exports, in the same way the exporters con¬ 
cerned should also have similar freedom not to avail himself of the 
facility of cover for particular exports, where he is able to justify 
that position by submitting a reasonable case. For exemple, 
export arranged through associate firms in the country of import 
should be excluded from the insurance policy as there is no 
risk involved in such cases. 
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If, in respect of any items of export, the Insurance Corpora¬ 
tion finds it necessary to lay down maximum credit limits up te 
which it would normally undertake cover, there should at the 
same time be suitable provisions in the scheme by virtue of 
which an exporter would be free to enter into export commit¬ 
ments for the items beyound the limit prescribed by the corpora¬ 
tion for purposes of cover at his ovfn risk and cost. 

In suggesting that the scheme should be confined to certain 
selected commodities in the initial stages, the Chamber is influenced 
by the fact that it would perhaps be better to go slowly 
and gradually in the matter and that initially we need not set up an 
elaborate organisation undertaking to cover all export commodi¬ 
ties. The Chamber has, however no objection to the scheme 
being extended to exporters of other commoditions on a vo¬ 
luntary basis. 

The following risks should be covered :— 

(a) insolvency of the foreign buyer ; 

(b) failure of the buyer to pay for delivered goods within the 
stipulated period ; 

(c) exchange restrictions or shortage of exchange in the buyer's 
country ; 

(d) occurrence of war between the importing and the exporting 
countries; 

( e ) occurrence of war, hostilities, rebellion, or revolution in'the 
buyer’s country ; and 

(f) any other cause of loss outside the selling country, which is 
beyod the control of the exporter, including losses through 
imposition of fresh import licencing restrictions in the 
country of the buyer or through cancellation of the current 
valid import licence. 

In regard to the risk of the failure of the buyer to pay for 
delivered goods within the stipulated period, the claim should 
become payable to the exporter within a period of 6 months from 
the date on which the buyer’s failure is established. 

I regard to the provision in the draft scheme for covering the 
foreign buyer’s risk due to non-fulfilment of contractual obligations 
by the exporter on the ground of non-conformity of the goods to the 
quality or specification or shortage of goods, the Chamber considers 
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thAt there is no justification for such cover, in any case in the 
initial stages of the scheme. First, such a provision is not to he found 
in any of the export credit guarantee schemes operating in other 
countries. Secondly, such a provision would undermine a foreign 
buyer's confidence in the Indian exporter’s performance, When 
the schemes of the Export Promotion Councils -for pre-shipment 
inspection of quality and Standard of the goods exported are fully 
adopted, there would be no room for complains from the foreign 
buyer. 

The Export Credit Insurance Organisation should not under¬ 
take, either now or in the future guaranteeing internal credit grant¬ 
ed for home trade purposes. 

As for the insurance premium, the scheme should be worked on 
commercial principles of insurance, exports paying premium at 
different rates on the basis of the varying export risks. The object 
of the scheme should be to charge a premium income just sufficient 
to cover the administrative expenses and to meet the costs of the 
scheme, 

The Export Credit Insurance Organisation should be a quasi- 
Governmental Corporation, with which should be associated 
representatives of banking institutions, insurance, and trade and 
commerce. 

The Corporation should have the guarantee and backing of 
Government, The Corporation should enlist the Cooperation of 
trade associations, banks and Export Promotion Councils, 

34. Indian Mining Association, Calcutta. 

The Association is chiefly concerned with the coal export trade. 

It is normal for exporters of coal to have long-standing and 
reliable agents in any country where Indian coal is likely to find a 
market. These agents cap be trusted and no payment difficulties are 
experienced. Payments are effected either by telegraphic transfers, 
or on receipt of documents, or by letter of credit. It is accordingly 
difficult to conceive any circumstances in which an extension of the 
proposed Export Credit Guarantee Scheme to coal exports could 
serve a useful purpose, Indeed, it might well have the opposite 
effect because experience has already shown that, in a competitive 
ti;ade, any form of restriction places the Indian exporter at a dis¬ 
advantage and may well result in the overseas buyer turning to 
alternative sources of supply. 
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35. Indian Non-ferrous Metak Manufacturers’ Association, Calcutta 

At the present stage of the development of the industry, an 
Export Credit Guarantee Scheme might not be of much benefit to 
the products of the industry, 

36. Indian Rope Manufacturers’ Association. Calcutta 

The members of the Association are manufacturers and 
exporters of rope made of aloe, coir, oiled coir, jute hemp, and 
manila. The rope is exported to Syria, Bangkok, Beirut, Fiji, 
Manila Singapore, Penang, Ceylon, Bagdad, Hongkong, Burma, 
Suva, Saigon and Pakistan. The value of exports of rope by three 
members of the Association alone came to about Rs. 13 lakhs 
during 1955. 

The rope is manufactured according to the requirements of the 
buyers, on receipt of orders. The period between the date of 
commencement of the manufacture and the date of shipment 
depends on the time of delivery stipulated in the orders, the 
volume of the orders, and the stock of raw materials. 

The normal terms of shipment are C.I.F. destination, and 
sometime C & F. In most cases marine insurance is effected in 
India by the member-firms. But in respect of exports to Pakistan. 
Saigon and Burma, the importers arrange for their own insurance. 

Exports are generally effected by member-firms against letter 
of credit. In certain cases, export is made on the basis of 
documents on arrival. In regard to business in Bangkok, D/P bills 
are drawn 90 days sight. Contract prices for goods exported are 
generally fixed on the basis of Indian currency. In a few cases, 
they are fixed in sterling and U. S. Dollars, but fluctuations in rates 
of exchange have been negligible during the last five years. 

No exporter of rope has experienced any case of non-payment 
by the buyers, from any of the causes mentioned in Questions 20 & 
21. Nor has there been any dispute or arbitration. 

Export contracts are financed by the member-firms from their 
own funds. It is felt that export trade in rope can be increased by 
advertisement and in certain cases by facilities regarding export 
finance. 

Indian ropes are facing competition in the Middle East and 
the Continent as well as in the Far East including Bangkok, 
Penang and Singapore. It is reported that the Dutch are supplying 
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sisal rope in Bangkok and other Far Eastern countries at very low 
prices. The Dutch get supplies of raw materials from the East 
African States and are directly exporting the rope to the Far East 
countries. Competition is also faced by Indian exporters of 
manila and coir ropes from Malaya. Sisal ropes are also exported 
from Manila, Japan, Denmark and Germany. It is desirable that 
thorough investigation of the markets should be made to ascertain 
the prospects of expanding foreign markets for Indian rope. 

Steps should be taken to remove the following difficulties in 
the way of exporters :— 

(a) The steamer companies charge higher freight for movement 
of hemp from Manila to Calcutta than from Manila to 
European ports, as a result of which the cost of Manila 
hemp imported by the Indian rope manufacturers becomes 
higher than that of manufacturers in the Continent. The 
shipping companies should be advised to reduce the freight 
rates to about half the present rate. 

( b ) Indigenous production of sisal fibre is insufficient and of 
inferior quality and shorter length. The Indian rope 
manufacturers have to import sisal from East Africa, 
Efforts should be made to increase production of sisal 
fibre in India by extending the acreage under cultivation, 
and to improve the quality of the fibre. 

37. Indian Tea Association, Calcutta 

The Association is one of producers who are rot much affected 
by a proposed Export Credit Scheme, and when the Questionaire 
was originally received it was passed on to the Calcutta Tea 
Traders’ Association and particularly their buyer members so that 
they might answer the Questionnaire. 

38. Madhya-Bharat Millowners* Association, Indore 

At present most of the Member-Mills of this Association carry 
on their export trade, not directly, but through exporters. Some 
of the Member-Mills are, however, anxious to start direct export 
operations. Export Credit Guarantee Scheme, therefore, if 
introduced, would greatly help them to start the export trade. It 
is essential that Indian exporters should get benefits similar to 
those enjoyed by other countries in the matter of export credit 
guarantee. 



39 Madhya Pradesh Mineral Industry Association, Nagpur 

The members of the Association are mine-owners as well as 
exporters of minerals, mostly manganese. Coal and iron are also 
mined but they are consumed within the country. Iron ore 
deposits hold prospects of development, 

Madhya Pradesh is the largest producer of manganese ore ; it 
accounts for nearly 65% of the country’s production of that ore. 
In quality also, the ore stands high. 

The export credit guarantee schemes will therefore be of the 
utmost assistance to the exporters of manganese ore. 

The demand for manganese ore from the steel industries of 
advanced countries of the West is increasing so rapidly that supply 
cannot keep pace with it. There is ample scope for further 

expansion of exports of manganese ore from India, 

The following figures of exports of manganese ore to the 
leading consuming countries show a falling trend in Indian 
exports :— 

(Figures ih lakhs of tons) 



Imports of manganese ore 

Year 

Into U. S- A. 

Into U. K. 

r 


Export* 

Exports 

Exports 

1 

Exports 


from all 

.from 

from all 

from 


countries 

India 

countries 

India 

1954 

22 

6 6 

N. A. 

1-5 

1955 

29 

3-9 

N. A. j 

0'86 


The most important internal cause affecting adversely Indian 
experts of manganese ore has been the uncertain and inadequate 
supply of wagons for transport of the ore to the port of shipment. 
Moreover, Madhya Pradesh mineowners are not permitted to 
export manganese ore through the Bombay Port; that rail route 
seems to have been closed to them, Another reason for the fall in 
the demand for manganese ore from India was the possible threat 
of imposition of restrictions, on exports of the ore in view of the 
plans for the installation of steel plant. 
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Manganese ore from Madhya Pradesh it exported in two 
ways:— 

(a) direct sales to foreign buyer by those who are mine- 
owners-cum-exporters; and 

(b) indirect sales to tire foreign buyer through the Indian 
exporter who purchases the ore from mine-owner and 
then re-sells it to the buyer abroad. 

The contracts with foreign buyers in both the cases are fixed 
on the basis of the foreign currencies concerned. The ore is 
exported., generally, on 80 to 9o% pre-payment ba,sis. the Ip^lance 
being paid by the buyer on analysis at the port. The transactions 
are against irrevocable letters of credit. 

In the event of any dispute regarding quality or any other 
matter, provision is made fox arbitration by a well-known trade 
body connected with the industry either in India or the U. S. A.; 
but there has been no occasion to draw on its services. In one ox 
two cases the disputes were settled by direct negotiations between 
the parties. 

The Indian exporter of manganese ore has no risk of the 
buyer’s insolvency in view of the fact that contracts are entered 
into on 80 to 90% pre-payment basis. His chief risks lie within 
the country. The non-availability of wagons in adequate quantity 
may delay the movement of ore and the ore may not reach the 
port of shipment on the date on which the buyer’s ship calls at the 
port. In such a case, the exporter has to pay damages. The other 
difficulty is the complete closure of the Bombay port for rail 
movement of Madhya Pradesh manganese. Vizagapatam is now 
the sole port of shipment for Madhya Pradesh ore. This entails 
non-fulfilment of contracts according to schedule. 

In view of the fact that the risks to which exporters of 
manganese ore are exposed ere mostly the result of internal, causes 
which can be rectified and avoided if more facilities are provided 
for mining and for movement of the ore to the ports of export, the 
Association considers that the proposed Export Credit Guarantee 
Scheme may prove of limited use in some cases onfy, so far as 
manganese ore is concerned. The Association, however, welcomes 
the scheme in view of its advantages to exporters of other 
commodities, 



205 


49. M««H»y* PratkSh Minimi Association, NeypUr 

The members of the Association dealing in coal are not likely 
to require Export Credit Guarantees, as the M. P. coal producers 
lire not engaged in the export trade. 

With regard to the manganese ore industry, the bulk of the 
trade is already in strong hands, and export credit guarantees may 
not be necessary. 

41. Madras Kirana Merchants’ Association, Madras 

The Association welcomes the export credit guarantee scheme 
as one more step for increasing Indian exports. 

The members of the Association include exporters of ginger 
sago, groundnut oil, pepper, ginger, and turmeric. 

Export sales are through well-established indenting agents 
or representatives at the importing end, Prices are fixed in Indian 
currency. Importers open irrevocable letters of credit. Credit 
terms are rarely offered. Non-payment for goods does not there¬ 
fore arise. 

As regards the loss occuring to exporter through overseas 
buyers becoming insolvent or cancellation of their import licences, 
the exporter generally bears the loss unless the terms of agreement 
between him and the producer provide otherwbe. 

The Association considers that export trade could be increased 
by agreeing for longer-credit terms, by holding stocks overseas, by 
market research and advertisement, and by greater export finance 
facilities. 

Indian commercial and Trade offices abroad should maintain a 
record of the importers of Indian goods, particulary with reference 
to their financial status, reviewing them periodically and passing on 
the itrformation to the'Indian exporters through recognised 
Chambers of Commerce and Trade Associations. 

A compulsory scheme of insurance be formulated to cover risks 
of war, insolvency and other contingencies postulated in question 
No. 20. 

As a means of expanding exports, new-comers who are in the 
line, should be given licences for exports on a liberal scale and those 
not in the line of business should not be given export licences 31 
the same is likely to be misused, 
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42. Madras Provincial Handloom Cloth Merchants’ Association, 
Madras. 

The Export Credit Guarantee Scheme is an indispensable and 
vital necessity to enable Indian exporters to compete in world 
markets. 

In the case of the handloom cloth exporters, protection from 
bad debts is practically nil; and blockage of capital in credits ex¬ 
tended by Indian exporters is mounting. 

The exporters of handloom cloth are in need of the following 
facilities - 

1. Some of the banks do not discount exporter bills up to the 
full amount. Banks should discount the bills in full and 
at a low rate. 

2. The Export Credit Guarantee Scheme should cover the 
following risks : 

(a) war or revolution in the importing country ; 

( b ) blockage of funds and restrictions on the transfer of the 
currency ; 

(c) insolvency of the foreign buyer ; 

(d) cotinued default in payment by the buyer after he has 
accepted the goods 

(e) repudition of the contract by the buyer, necessitating the 
goods to be undersold ; 

(f) changes in import policy of the importing country ; 

(g) all other causes beyond the control of both the exporter 
and the buyer arising from events occuring outside India. 

43. Medura-Ramnad Chamber of Commerce, Madurai. 

The Chamber welcomes the Export Credit Guarantee Scheme. 
The scheme should be such as to suit Indian conditions and should 
be operated by a Central Insurance Organisation formed for the 
purpose. The scheme should be viewed as supplementing other 
existing facilities for export promotion. 

In respect of our exports, such as cotton textiles, jute, and tea, 
which constitute a major part of our export trade, and which are 
conducted through established business houses with overseas 
importers of long standing, a mutually satisfactory business 
relationship has been established between the exporters and 



207 


the importers for the last many years. It would therefore seem 
that there is no need for any scheme of export credit guarantee to 
cover transactions in such commodities. 

Similarly, in the case of export transactions involving a credit 
of six months or less, the exchange risk is normally covered by 
the exporter through banks, and so there is no need for such 
transactions to be covered by the scheme. 

It would be desirable to limit the operation of the scheme in 
the initial stages to a few commodities only which need this parti¬ 
cular kind of assistance. The scheme, in the first instance, should 
be made to cover the export risks in the case of semi-capital and 
durable consumer goods, such as agricultural implements, diesel 
engines, fans, electrical transformers, bicycles, and sewing machines, 
as sometimes credit facilities for a longer period have to be offered 
to the foreign importer. 

The scheme should be a voluntary one. There may be a 
register of members, but the scheme should not make it compulsory 
that the members who have registered themselves should insure all 
their exports. Any method of compulsory imposition of the 
scheme is just out of the question since no compliance and resis¬ 
tance on the part of even a section of the export trade is 
bound to bring uncalled for trouble for the majority. The cover 
should be given to all, members and non-members, who ask 
for it and nothing more. 

The scheme should not be extended to provide insurance for 
the foreign importer of such a nature as will reduce the importance 
of existing schemes to ensure proper quality of the goods expor¬ 
ted. such as the Agmark scheme, I.S.L standards, and proposed 
schemes of inspection by Export Promotion Councils. Also, any 
unilateral offer to foreign countries to guarantee compensation, 
against contractual lapses, either in respect quality or quantity, 
may tend to create a feeling in their minds that the Indian ex¬ 
porter can not be relied on and that to have transactions with 
him is a risky business, 

The administration of the guarantee scheme should be en¬ 
trusted to a Central Insurance Organisation which could main¬ 
tain live contact with the export trade and enlist the coope¬ 
ration of the trade organisations and the newly-formed Ex¬ 
port Promotion Councils, 
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44. Madras Oil and Oil seeds Association, Madras. 

As far as the vegetable Oils and oilseeds trades are concern¬ 
ed, all the export business is being done on the basis of pay¬ 
ment through letters credit. No credit is allowed to buyers, 

Dispute under quality is negligible. Buyers generally buy 
on the basis of definite standards with which the exporter can 
comply. 

Pre-shipment risks mentioned in Question 21 have been a 
constant source anxiety and worry to the oils and oilseeds 
trade. Transport was not easily available from the interior 
producing centers to the port. Export duties are subject to fre¬ 
quent changes; export licences have been known to have been 

cancelled, and restrictions on exports are imposed frequently. 
Some protection against such contigencies enumerated in Ques¬ 
tion 21 will be of great assistance. At present, fear of these 
risks is inhibiting business. 

Regarding Question 29 dealing with the steps to increase 
exports, the Association considers that there is necessity for 
the oils and oilseeds trade to afford longterm credit to overseas 
buyers, or to hold stocks overseas, or to go in for large-scale ad¬ 
vertisement. If the Government releases export quotas for oils 
regularly there will be a continuity of business with overseas 
buyers, and our export trade will automaticalls increase. Before 
this can be done, it may be necessary for the Government to 
change its outlook, and to fix a minimum quantity of ‘export’ in 
oils and oilseeds which will be allowed to be exported, irrespec¬ 
tive of internal price fluctuations, the consumer being protected 
by the collection of export duty on all important edible oils. 

The export credit gurantee scheme, if introduced, should 
be voluntary, as in other countries, and not compulsory. 

45. Malabar Chamber of Commerce Kozhikode 

The members of the Chamber include those who are engag¬ 
ed in the export of handloom cotton textiles and cashew nuts. 
Normal terms of sale are confirmed or un-confirmed irrevocable 
letters of credit for full amount of invoice, or, in certain cases, 
up to 80 to 90% of the value, the balance being setteled after 
arrival of the goods and approval thereof. Sales on credit do not 
exceed 10%. 

Disputes are rare. Arbitration clause is invariably inclu¬ 
ded in contacts. The Government of India should examine the 



209 


possibilities of effective machinery for arbitration to be estab¬ 
lished in principal markets through Trade Commissioners. 

46. Mill-owners’ Association, Bombay. 

The Association has 137 textile mills on its membership. Mill- 
made cotton piecegoods are exported to almost all parts of the 
world. The total exports are :— 


Total Exports of mill-made piecegoods 

(Figures in thousands ) 



Quantity 

Value 


yards 

Rs. 

1952-53 

560,899 

52,72,62 

1953-54 

702,310 

52,22,98 

1954-55 

760,221 

54,79,15 


All exports are manufactured, processed and packed in India. 
Ordinarily, goods manufactured, for export can be sold in more 
than one market except in the case of a few specialities i.e. cloth 
with special woven or printed designs which fits in with the 
dressing habits of a particular set of people, which can be sold only 
in certain areas. 

The period which elapses between the booking of an order and 
ultimate shipment of the goods ordinarily varies between two and 
five months, depending upon the type of goods, availability of 
freight space, etc. 

Exports are effected directly by the mills to established 
connections abroad, but mostly through export houses in India. 
The sales by the mills to the export merchants are generally on an 
ex-mill cash against delivery basis. 

Shipments are made on the basis of c. i. f., c. and f- and f.o.b. 
In the case of shipments to most countries, marine insurance is 
taken in India. It is understood that in the case of shipments to 
Iraq, marine insurance has to be covered only by Iraq Insurance 
companies. In the case of exports to the following countries also, 
the marine insurance is taken in the foreign country by the buyer : 
Australia, Borneo, British West Africa, Burma, Ceylon, Cyprus, 
Fiji Islands, Hong Kong, Indonesia, Jordan, Malaya, New Guinea, 
New Zealand, Pakistan, Persian Gulf, and Rhodesia, 



210 


Sales by mills to foreign buyers are either on L/C, CAD on D/P 
up to 90 days sight, depending on the transit time. There is a 
standard contract form for sales by mills and arbitration is pro¬ 
vided in India in case of disputes, It also visualises arbitration in 
overseas countries under certain conditions. 

The risks described in fa) to (g) of Question 20 of the 
Questionnaire concern the buyer more than the seller and the 
former covers himself against these risks or the seller does it at the 
buyer's request and cost but these risks concern buyers and not 
exporters from India. 

It is very difficult to compute the loss which may have arisen 
from pre-shipment risks, e.g. non-availability of transport, 
enhancement of export duties, cancellation of export licences, and 
ban on the export of commodities not originally subject to export 
restrictions. 

The most real risk to the exporter is an increase in export 
duty in India or import duty in the overseas country. This 
involves, of course, no total loss ; at the , worst, it involves the 
contract being frustrated and the goods being left in the hands 
of the exporter or his having to pay 10 or 15% in addition to the 
duty. There cannot, however, be a complete ban on export; for, 
when a letter of credit has been opened, it is unusual for 
Government to interfere with the fulfilment of the contract. If 
cover against the residual risks not provided against by a letter of 
credit could be obtained, say, at l/8th of one per cent, most 
exporters would be glad to avail themselves of it. The point to be 
emphasized is that lack of adequate shipping facilities, enhance¬ 
ment of and uncertainties about export duties, and imposition of 
expart restrictions, hive greatly impeded India’s export bussiness. 

The Association doubts whether exports can be increased by 
any extention of credit. Nor does it believe in any substantial 
results by holding stocks overseas. Advertisement and propaganda 
might create results favourable to Indian manufacturers. More 
oxport finance would not help exports so far as cotton piece goods 
are concerned. 

There is competition in every country to which Indian cotton 
textiles are exported. The competition is from other exporting 
countries or from the importing countries' own policy of encourag¬ 
ing local industries. 
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But the trade has suffered from several setbacks through 
Government of India's changing policy regarding export. The 
confidence of overseas buyers has been frequently shaken by the 
sudden imposition of quota restrictions, the removal of particular 
countries from the licencing programme, the total prohibition or 
restriction the export of particular types of cloth, the sudden 
imposition of export duties as high as 25 per cent, the uncertainty 
over the subsequent reduction in rates of duty and the types of 
cotton to which particular rafes of duty are applied. At the 
same time, changing import and tarriff policies of foreign countries 
have also added to the difficulties of the industry. 

The main difficulties of the cotton textile export trade are:— 

(a) chronic congestion in Indian ports and lack of adequate, 
regular and direct shipping facilities to many countries, 
which makes it difficult to meet contracted delivery 
dates; and, consequently, buyers cannot rely on 
receiving regular supplies to meet seasonal demands and 
to suit their financial arrangements 

(b) heavy transport cost within the country ; 

(c) imposition of export duty on coarse cloth and restriction 
on the export of mineral khaki ; 

(d) restrictions on the installation of automatic machinery, 

47. The Punjab Merchants Chamber (Regd). Delhi 

The majority of the members are not interested in the 
export trade. 

48. Roller Flour Millers’ Federation of India, New Delhi 

In view of the existing ban on export of wheat products, 
perhaps the matter is not so much of importance to members of 
the Federation dealing in wheat products, at present. 

As far as the merits of the proposed scheme go, the Federation 
feels that it is worth bringing about. 

49. Silk and Rayon Export Promotion Council, Bombay 

The Council welcomes the export credit guarantee scheme. 

Exports relate to the art silk section of the industry. Export 
of silk fabrics is negligible, purely confined tP certain fancy 
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items, The industry has an export capacity of 10 million yards. 
Exports during the last five years were as follows :— 



Exports of Art Silk 
Fabrics 

Rs. 

Export of Silk 
Fabrics 

Rs. 

1951 

1,14,93,111 

N. A. 

1952 

66,67,673 

16,02,174 

1953 

41,67,220 

17,07,424 

1954 

61,13,145 

9,32,324 

1955 

42,93,517 

11,58,263 


(Jan.—Oct.) 

(Jan,—Aug.) 


The export trade is confined to Asian-African countries— 
Pakistan, Afghanistan, Aden, Kuwait, Oman, Kenya, Tanganayika, 
Sudan and Ceylon. 

The export trade is more or less in the nature of “family 
business" and there are very few merchants who export direct. 
The terms of payment are not, therefore, of any significance since 
the transactions are book adjustments between the Head Office 
here and the branches or agents in the importing country, Business 
is on L/C. 

The export credit guarantee scheme may give an incentive to 
individual exporters to enter into direct sales, and thereby increase 
exports. 

The organization for implementing the scheme should be a 
corporation or company run on the lines of a private company. 

50. Silk Merchants’ Association, Bombay. 

The members of the Association are concerned with the export 
of Silk and Rayon fabrics. The exports of these fabrics are 
negligible. The members naturally are also engaged in exports of 
cotton fabrics to Indonesia, Malaya, Ceylon, Hongkong, and 
West Africa. 

The exports are not of standard qualities and prices vary. 
Terms of credit offered are D/P or D/A bills, 60 to 90 days. 


In the case of exports to Indonesia, marine insurance is done 
by the buyer himself, which is required by the law of the country. 
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Exports can be increased by market research and advertise¬ 
ment, by offering longer credit terms, and through greater facilities 
for export finance. Holding stocks overseas in the case of silk and 
Rayon goods cannot increase sales. 

The main difficulties are lack of shipping space and high 
freight rates. 

51. Saurashtra Chamber of Commerce, Bhavnagar. 

The Chamber has left it to its members to answer the Ques¬ 
tionnaire in detail. It has made the following points of general 
interest to exporters. 

Export trade suffers if proper rail and port facilities are not 
provided for export cargo. Exporters are sometimes not able to 
fulfil contracts within the prescribed time owing to the following 
difficulties :— 

(a) irregularity of railway booking in peak periods ; 

fb) abnormal delay in transhipment, hence delay in reaching 
port destinations ; and 

(c) non availability of regular shipping service at ports. 

52. Southern India Skin and Hide Merchants' Association, Madras 

After meeting the internal demand for hides and skins, exports 
of these goods amount to Rs. 20 crores to Rs, 25 crores per annum. 

Indian hides and skins, both raw and tanned, are much in 
demand in countries like U. K„ U. S, A. France, Germany and 
Japan. It would appear that, except in U. K., there are high 
import duties on finished leathers. Hence U. K. happens to be the 
largest purchaser of hides and skin from India, specially what are 
called "East India Kips". 

U. K. buyers usually establish revocable letters of credit to be 
available through a bank at the port of destination. In actual 
experience, they are as good as irrevocable lerters of credit. 
Shipments are made on the basis of C. I. F. and C. & F, The con¬ 
tract has been devised by the London Leather Importers, Factors, 
and Merchants Association. The contract makes the following 
provisions among others : 

Insurance .—To be effected with a British Insurance Company 
or Lloyd’s Underwriters, for invoice value plus 
10 per cent. 
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Shipment —In case of failure to effect shipment within the due 
date of sailing of the ship, the seller has to prove that the 
goods were loaded or available for loading on a specific 
ship schedule to sail within this period but was delayed by 
circumstances outside seller’s control. 

Weights .—Final adjustment of invoice on net landed weights. 

Payment —By 3 month’s sight draft against complete shipping 
documents. 

Arbitration —is arranged. 

Export duty ,—In the event of any export duty being levied 
additional to that already in force at the time of making 
the contract, both buyer and seller shall have the right to 
cancel the contract unless, within 14 days of the com¬ 
mencement of the levy, either of them agrees to pay the 
duty, or unless some other arrangement can be arrived at 
amicably. 

Freight.—Freight basis date of sale, any variation for buyers’ 
account. 

Frustration of contract by force majeure before the shipment 
is made The seller is protected. 

Shipments are also made to U.K. without contract but to be 
sold by private treaty or public auctions held at regular intervals in 
London. For such goods also, letters of credit for about 75% to 80% 
of the value prevalent in the market at the time of export are 
opened through the banks by agents to whose care they are con¬ 
signed, After the sale of such goods, the surplus is sent by the 
agents through banks. In rare cases where the goods are sold for 
lesser value in times of violent market fluctuations, the deficit is 
claimed by the agents from the exporter here. 

In the case of shipments to U, S, A. and Australia, the buyers 
insist upon marine insurance in their own countries. 

The process of tanning takes between 6 to 8 weeks ; and the 
tanners have to ensure uninterrupted and adequate, supplies of raw 
skins and hides. The tanner has to provide his own capital which 
has to be turned over six times in a year. Financing and storage 
facilities should be provided. 
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53. South India Tanners and Dealers Association, Ranipet.— 

There are about 60 J tanneries in the Madras State, engaged in 
the tanning of hides and skins. Most of the tanneries are working 
on a cottage industry basis employing manual labour. Madras 
State accounts for the balk of exports from India of tanned hides 
known as East India Kips, and tanned skins. U. K. is the principal 
buyer of these hides and skins ; small quantities also go to Con¬ 
tinental Europe and U.S. A. 

During the war, the U. K. Government had their own purchas¬ 
ing organization in Madras, which used to inspect and pass the ship¬ 
ments according to grades of tannage, colour and texture. This 
system ceased to exist in February 1948. Since then E. I. Kips 
began to be sold by the exporters in Madras to the Board of Trade 
in the U, K. through the recognized importers in that country. The 
bales thus shipped were inspected on the arrival in the U. K, ports. 
If the goods were found to be below H. M. Government standard 
which was in force for their war-time purchases in Madras, the 
exporters had to meet the claim or submit to arbitration, Later, 
on the Board of Trade ceased to exercise control and removed all 
the restrictions regarding quality and price, and the buyers in the 
U. K. have been given freedom to purchase’according to their own 
desire. 

Tanned goat and sheep skins are mostly exported on consign¬ 
ment basis for auction in London which is held periodicaly. The 
brokers in London sort the goods and offer then in the public sale 
where the buyers would purchase the particular grades and qualities 
they required. After the completion of the sale, the consignors 
in Madras would receive the sale proceeds after deducting the 
advances they usually receive at the time of shipment. A tanner 
who sent his tanned skins on consignment basis has to wait for 
four to six months from the time the goods leave his tanner to 
obtain the balance of the proceeds. Moreover, he could not have 
any control over the operations and transactions in the London 
public auction, 

The buyers open unconfinmed letters of credit favouring the 
shippers at Madras. It is likely, therefore, at any time buyers may 
withdraw their credits and refuse to honour the draft. Steps should 
be taken to see that the buyers open confirmed irrevocable, without, 
recourse, letter of credit favouring the shippers, 
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In the Case of C. I. F. contracts, when the market declines, tiie 
importers in the U. K. make claims on account of shortage of 
Weight. The good offices of the Indian High Commission in the 
U. K. should be used to prevail upon the importers to accept the 
weight note issued by the Conference of shipping lines in Madras. 

During a declining market, again, the importers abroad refuse 
to grant extension of the letter of credit opened, although the bales 
are ready for shipment and cannot be shipped for want of ships. 
Extension of letter of credit was also refused even when the expor¬ 
ters had obtained lying-in-certificates from the Port Trust authori¬ 
ties, This causes extreme hardship to the shippers. Steps should 
be taken to amend the contract to provide for extension of credit, 
in cases where the bales are ready for shipment and the shipper 
obtains lying-in-certificate from the authorities and where the 
bales cannot be shipped for want of a vessel within the time allowed 
in the letter of credit. 

54. Southern India Chanber of Commerce, Madras. 

The Chamber welcomes the scheme and suggests that the final 
proposals of the Export Credit Guarantee Committee may be for¬ 
warded to all Chambers of Commerce for detailed criticism before 
the proposals are adopted. 

Goods sent on consignment basis sometimes do not find a 
market in the foreign countries. If they could not be sold there, 
facilities should be available for re-export of goods to other coun¬ 
tries. and the loss involved in such transactions should be covered 
by the scheme. 

Personal contacts with foreign buyers will be necessary for 
developing new markets. For this purpose restrictions imposed 
by the Government of India on such bonafide travellers and busi¬ 
nessmen visiting foreign countries should be relaxed on a reci¬ 
procal basis. 

The existing facilities for financing export trade are inadequate, 
A separate organization might be set up for providing short-term 
finance and if need be for standing guarantee to the Bank until 
shipment is effected. 
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The scheme should cover exports of perishable articles like food- 
grains and other products which are not allowed sometime to be 
landed in the importing country owing to restrictions on sanitary 
and health grounds. 

Changes in export policy of the Government of India should 
not be made applicable to contracts already concluded. 

Sudden changes in import policy of foreign countries should 
not operate to the disadvantage of Indian exporters. Even though 
the contract entered into by the Indian exporter with the foreign 
buyer is subject to import licence, it is taken for granted by the 
Indian exporters that licence for its importation would be obtained. 
Sometimes the foreign buyer repudiates the contract due to non¬ 
availability of import licence and the Indian exporter is put to 
heavy loss. This risk should also be covered by the guarantee 
scheme. 

Exporters are unable to fulfill their contracts within the 
contract period owing to delay in and non-availability of railway 
transport and congestion in the major ports. These risks are 
beyond the control of the exporters, and the guararantee scheme 
should cover such risks. Export cargo should be given top priority 
for movement over the railways. 

All other risks specified in Question 20 should also be 
coveted. 

There are certain cases of exports confined to certain countries, 
e, g. export of hides and skins on D/A terms to the European 
continent and Japan. Exporters are unable to export directly to 
those countries because they are unable to draw in the currency 
fo the importing countries. For example, in the case of Japan, 
sterling allocation is completely controlled by the Government. 
The exchange banks in India are agreeable to discount D/A bills 
if these bills are drawn in sterling or dollars. The Chamber feels that 
exports to the European countries and Japan can be expanded if 
exporters have the facility of covering the policy whereby they 
will get facilities from the exchange banks for discounting D/A 
bills in the currency of the importing country. 

Special comprehensive covers may also be given with a joint 
venture policy under which the Export Credit Department will 
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share with the exporters a comprehensive trade project over a 
period of time, usually four years or more. If the project fails, the 
department will share the loss equally with the exporters; and if 
the venture, is successful and busines is established, the projects 
on the venture after payment of the premiums should go wholly to 
the exporter. 

The rate of premium should be kept as low as possible. So that 
any addition to the cost by way of the premium should not 
jeopardise the competitive position of Indian exports which largely 
consist of raw materials and semi-manufactured goods and which 
face stiff competion abroad. 

The Chamber is of the opinion that the cover should be issued 
commoditywise and made compulsory. The Chamber also feels 
that the rate of premium should be uniform on all shipments of a 
particular commodity and might vary in the extent of coverage 
according to the nature of risk involved. 

As far as possible, the exporter should have freedom to do 
business with the Insurance Organization directly; he may, if he 
wishes, use a broker for transacting business. The Insurance 
Organization should, however, always reserve the right to 
communicate their decisions directly to the exporter, since the 
matters involved are of a confidential nature. 

55. The Tamil Chamber of Commerce, Madras 

The Export Credit Guarantee Scheme is the best of all the 
proposals of Government for promoting exports. The Chamber 
welcomes the cooption of Mr. F. C. Mann of the U. K. Export 
Credits Guarantee Department, as Adviser to the Export 
Committee. 

The Chimber advocates the scheme on the same lines as that 
prevailing in the U. K., since, in the opinion of the Chamber, the 
U. K. scheme has reached perfection after a period of 30 years 
and it has done immense good to the exporters of that country. 

56. The Tamilnad Foodgrains Merchants Association, Ltd., Madurai. 

Members export goods to Ceylon and other soft currency 
countries. The goods exported are gur, pulses, pepper, cashewnuts, 
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grains, oil, chillies, and onions. These goods can be sold in mof£ 
than one market. Contracts are made in Indian rupees. The bulk 
of the exports are on the basis of letters of credit. 

The members of the Chamber have suffered losses on account 
of ban on imports of gur into Ceylon. 

The Chamber welcomes the export credit guarantee scheme as 
a means of stepping up exports. 

57. Tea Trade Association of Cochin, Cochin : 

The Association has no comments to offer in addition to the 
replies furnished by its members, 

58. Textile Manufacturers, Association, Amritsar : 

The members of the Association are not engaged to any very 
great extent in the export trade and as such the Association has no 
useful comments to make. 

59. Travaucore coir mats and matting Manufacturers' Association, 
Alleppey : 

The Association has left it to its members to answer the 
Questionnaire, and has no comments to make in general. 

60. Tuticorin Trades Association, Tuticorin. 

The members of the Association are exporters of senna rau- 
wolfia, Indian crude drugs, palmyrah fibre and stalks, jute 
rags, and deer horns to the U. K and the continent and the U.S.A., 
and dried fish, chillies, onions, pulses, tamarind, turmeric, and gur 
to Ceylon. The members’ exports come to Rs. 120 lakhs a year. 

Shipments to U. S. A. are on L/C. Before the war, the L/C 
covered the full 100% of the value. After the war, however, 
the buyers open letters of credit for only 75 to 85% of the value. 
There is a tendency for letters of credit to be turned into sight 
drafts. The Association is somewhat sceptical of this system of 
exports partially covered by L/C the payment of balance depen¬ 
ding on the standing and business reputation of the foreign buyers. 
Since most of the imports into India have to be effected on L/C 
basis, Indian exporters should also insist on letters of credit for full 
100% of the value. On the other hand, the Association refers 
to increasing competition in foreign markets, e. g. in senna leaves 
from Egypt and in jute rags from Pakistan. 
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Exports are affected on the basis of C. I. L. C., D/A & D/E 
Bills and Open Credit Terms (not more than 3 months). 

In the opinion of the Association, banks issue “overestimated 
and imaginary references regarding their clients without taking 
pains to know the real merits and status which affects the 
prospertiy and business of the Indian exporters.’’ 

The Association thinks that facilities for longer credit terms 
and export finance and for holding stocks in the importing centres 
under the protection of the Indian Trade Commissioners offices 
will go a long way to save Indian Shippers from the arbitrary 
stipulations of the importers and also ensure a good Price for the 
commodity. 


61. The Vijay Bharatha Chamber of Commerce Ltd. 

Virdhunagar (South India) 

The members of the Chamber export the following goods to 
the countries mentioned:- To Ceylon- dried chillies onion, gur, 
rice, pulses, and coffee seeds; to Malaya-onions; to Sweden and 
Denmark - Cardamoms and coffee seeds; to East Germany-cofee 
seeds. Competitors to India in the sale of the above mentioned 
articles in the Ceylon market are Indonesia, Japan, Burma & 
Siam. 

The exports are mostly on the basis of D/A Bills; a small 
proportion on confirmed irrivopable letters of credit. Payment 
is in Indian rupees. No loss on account of exchange fluctuations. 
Sales are sometimes on consignment basis. 

Members have suffered losses on account of changes in the 
Government of India’s export policy and in export duties. 


The Chamber suggests that the export trade of the country 
will increase if the exporters are allowed to hold stocks overseas 
and if greater facilities are available for export finance. If stocks 
could be held overseas for a much longer period, the goods would 
sold at higher prices; and for this the exchange control regulations 
would have to be relaxed and made more flexible. 
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62, Virudhunagar Chamber of Commerce Ltd., Virudhunagar, 

(South India) 

The members of the Chamber are interested in the export to 
Ceylon and Burma of Cardamoms, coffee seeds, chillies, onions; 
husks, oils, and oilcakes. The merchants have branches in Ceylon 
and Burma. 

The Chamber welcomes the export credit guarantee scheme 
to cover the risks mentioned in Question 20. 

The other difficulties of the expoters are stated to be> 

(a) Sometimes, owing to the late arrival of the seasonal crop, 
the exporters are unable to complete thier shipments 
before the expiry of the period of validity of the licence. 

(b) Owing to lack of proper warehousing facilities, the stocks 
remain at the docks for long periods, and perishable comm¬ 
odities deteriorate during the period. 

63. The Western India Minerals Association, Bombay 

The members of the Association are mine owners and mineral 
exporters, mainly interested in exports of manganese and iron ores 
which can be sold in more than one market for the steel industry- 
Exports are on the basis of direct sales. 

C. I. F. fales are exceptional. Shipments are F. A. S. one F. O. 
B. But, marine insurance is mostly effected by the seller. 

Shipments of ores are on confirmed irrevocable letters of 
credit covering 90/95% of the invoice value, the balance being paid 
after inspection at the buyer’s end. There have been no serious 
losses. If credit facilities (60 to SO days D/A) could be extended to 
the foreign buyers and if the credit sales could be covered by the 
export credit guarantee scheme, exports of ores might be increased. 

Contracts provide for arbitration of disputes. The Interna¬ 
tional Chamber of Commerce, Paris, is mentioned as arbitrator. 

In view of sales on L/C basis and long, established connections 
Between exporters of ores and foreign buyers, the mineral industry 
does not stand in need of export credit insurance. However, the 
insurance scheme would be welcomed provided it is optional and 
not compulsory. 

Shippers of ores are reluctant to enter in to contracts with 
buyers in Japan, Italy, and France where the buyers report shorta¬ 
ges in weight. Such shortages result in a loss of 10% of the contract 
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price which is held back until analysis and acceptance of the goods. 
The so-called shortages are really attributable to malpractces of 
the buyers. 

Losses have arisen due to dock labour strikes, increase in 
freight rates on c.i.f. contracts, non-avilability of railway wagons 
for movement of ore to the ports, and enhancement of export duty 
on managanese ore. 

Problems of the export trade in minerals, and remedies:— 

( a ) New deposits cf manganese ore have been developed in 
Brazil and South Africa which are closer to the consuming 
countries than India; and Indian exporters will find it 
difficult to compete in the world market. 

(Jo) The successive and steep increases in sea freight rates 
have led to a falling off of demand for T ndian low-grade 
ores which bear the same freight rate as high-grade ores. 

(c) Export duty on minerals and frequent changes in export- 
policy stand in the u'ay of the development of exports. 

( d ) Exporters of minerals in foreign countries are able to 
obtain credit facilities from their Governments, enabling 
them to compete with Indian exporters. Some exporters 
are able to obtain loans from foreign banks here, but 
Indian banks do not usually make advances on stocks of 
minerals. The State Bank should be requested to advance 
loans to mine-owners to enable them to undertake large- 
scale mining operations, 

(e) The following facilities should be afforded by Government 
to the mineral industry and trade :— 

(0 Modern equipment for loading bulk cargoes of 
manganese and iron ores at all the important ports, 
thus eliminating unnecessary delays in loadings 
steamers. The elimination of delay might also induce 
the shipowners to reduce the high freight rates. 

(ii) Adequate stocking space should be made available at 
the Important ports. 

(Hi) River transport should be developed, wherever 
possible. 

( iv ) Wherever possible, rail connection should be given to 
the nearest jetty so that midstream loading can be 
done. This would reduce pressure on the Railways 
as well as congestion in the Docks, 
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(v) There should be no restrictions on the free movement 
of manganese and iron ores on the Railways, and the 
quota of wagons for movement of minerals should be 
increased. 

64, Western India Sheet Roller's Association, Bombay. 

The scheme in general is a good one and may be used with 
advantage by engineering and other industries. 

The Non-Ferrous Rolling Industry has not been able to take 
much advantage of the world market for the following reasons :— 

(a) Production has lagged behind the installed capacity owing 
to lack of demand, competition from Government Ordi¬ 
nance Factories and non-availability of regular supplies of 
raw-materials, such as copper and zinc, of which 80% of 
the country's requirements have to be imported. 

(b) The manufacturing units lack sufficient finance to allow 
buffer stock of raw-materials to be maintained. 

(c) Producers are not interested in exploring foreign markets 
owing to the vacillating policy of the Government in 
regard to export of non-ferrous manufactured products. 

65. Western India Tile Manufacturers' Association, Mangalore. 


Mangalore tiles are exported to East Africa, Malaya, Australia, 
Ceylon, and Burma. The value of exports has been of the follow¬ 
ing order :— 



1952-53 

1953-54 

1954-55 


Rs. 

Rs. 

Rs. 

Australia 

40,000 

1,00,000 

68,056 

East Africa 

11,70,250 

3,31.600 

4,41,500 

Ceylon 

4,21,940 

50,600 

20,000 

Burma 

42,750 

20,000 

— 

Malaya 

2,92,800 

— 

— 


The period between the date of commencement of manufacture 
and the date of shipment will be about six to eight months. The 
manufacturers obtain finance from banks during the manufacturing 
period. 

Exports are on direct sales on the basis of confirmed irrevocable 
letters of credit and normally FOB., insurance being taken by 
buyers in the foreign countries or their agents in India. 
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The members of the Association have suffered losses due to 
restrictions on the remittance of payments from Ceylon and Goa. 

Steamer freight rates to Australia and Malaya are very high. 
Sailing vessel rate to East Africa is also very high. This has been 
a great handicap to tile manufacturers in developing their foreign 
markets. 

Points raised by representatives of Chambers of Commerce and 
Trade Associations, Export Promotion Councils and other bodies 
and individuals during personal discussion which had not been 
mentioned in their memoranda. 

Note, —Numbers shown against various points are the serial numbers in the list 
giv-in in appendix V (1). 

Section A.—Scope and nature of the scheme 

Scheme should be on voluntary basis (29)(51)(52)(53), 

Exporters should be allowed to choose, shipments they will 
insure (3) (28) (6o). 

Scheme should be voluntary as regards destinations (5). 

Scheme should be made compulsorily applicable to selected 
commodities (25) (26) (29) (50). 

In the sase of commodities where the risks are greater, insur¬ 
ance should be on compulsory basis (46). 

Commodities whose exports are mostly on credit basis should 
be compulsorily insured and insurance of exports of other com¬ 
modities should be on voluntary basis (26). 

Scheme should be made compulsorily applicable to exports of 
tea (19). 

Exporters should be required to insure whole turnover or 
there should be compulsory insurance of the exports of selected 
commodities (22). 

The scheme be made compulsory in the sense that “global” 
policies should be issued (45). 

Exporters should be given the choice to insure only political 
risks (4), 

Section B.—Risk* 

Following risks should be covered 
(a) Repudiation risk (24). 
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(b.) Increase in export duties (17) (40) (44) (57) (58) (59) (60) 

(61) (62) (63). 

(c) Export Control risk (28) (40) (44) (57) (58) (59) (60) (61) 

(62) (63). 

(d) Non-availability of transport (26; (28) 29). 

(e) Non-availability of berthing space for steamers (25) 26) 
(28) (29) (44). 

(f) Delay in exporting goods (28) (46). 

(g) Strikes in India (26). 

(h) Stocks held in foreign countries (31). 

(i) Export on consignment basis for goods being sold 
through the agents of the exporter (40) (47). 

(j) Change in customs regulations (24). 

(k) Deterioration of goods during voyage (57) (58) (59) (60) 
(61) (62) (63). 

(l) Export of foodgrains and other perishable articles (40). 

(m) Losses or additional charges because of black pepper and 
some varieties of spices developing fungus or mould 
owing to absorption of moisture during transit (1). 

(n) Change in standards of food after goods have been 
shipped. 

One policy should not cover all types of risks (5). 

Insurance should be only of exports to risky buyers (51) (52) 

(53). 

Where an advance payment is received by an exporter, only 
risk of the balance amount should be covered (4). 

In the case of cashew and walnut kernels, amounts for which 
L/C is not opened and are payable after delivery, insurance should 
be given (46). 

Risk of increase in export duty need not be covered. (5). 
Business on LiC basis should not be covered (25). 

Buyer's risks should not be covered (1) (3) (5) (12) (14) (32). 
Credit risks for home trade should not be covered (1). 

Section C.-rPremium Rates 

Premium rates should be low and should be equal to expenses 
of management (32). 
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Premium rates for raw material and manufactured goods should 
be uniform but the extent of cover might be different depending 
on the intensity of risk (26). 

There should be no discrimination between large and small 
exporters (3). 

Premium rates should not be higher than 11% (57) (58) (59) (60) 
(61). 

Premium rates should not exceed in the average :— 

(a) i% (22) ; 

(b) 1% (50). 

Section D.Extent of cover 

Cover may be given upto :— 

(a) 85% (28) ; 

(b) 80% (26) ; 

(c) 50% (34) 

of the invoice value. 

Cover may be given up to 100% of the loss for promotional 
policies (50). 

Default claims should be paid 6 months after date instead of 12 
months (1) (4). 

Section E.—Finance 

Indian organisation should help in providing short-term financ¬ 
ing by guaranteeing bank loans (40). 

Bills drawn in currencies other than Indian rupee, sterling, and 
U. S. A. dollars should be discounted by banks (40). 

Banks should discount exporter’s bills readily and at a lower 
rate (24). 

Export Credit Guarantee Organization should grant financing 
facilities to exporters of hides and skins (74). 

Banks should provide export finance, Scheme will be helpful for 
this purpose (10), 

Either Reserve Bank or other agency should rediscount bills 

(40). 

Banksin India do not advance against export- bills -(49). 

Section F.^Means of increasing exports 

Spanish ioiBCEters «f cotton and cottonwaste, .want credit 
terms (51) (52) (53). 
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Credit terms are being asked for by buyers in Nigeria, the 
U. K,, and other countries of Europe (49). 

Buyers of wool have started asking for credit terms (56). 

Buyers of textile goods now ask for credit terms and this 
tendency is likely to increase (66). 

There is a great demand for credit terms for cotton textiles 

(33). 

Exporters of Indian light machinery are at a disadvantage as 
their foreign competitors backed by export credit guarantee organi¬ 
zations can give better payment terms (67). 

U. S. A. buyers are asking for D/P and D/A terms for exports 
of pepper. (34) 

Export Credit Guarantee Scheme can be useful only for exports 
on Credit terms. 10% of exports of cotton and cotton waste are 
on credit terms (51)(52)(53). 

Exports can be expended by shipments on consignment basis 

(56). 

Exports can be increased by market research, sales promotion 
propaganda, and extending credit terms (42). 

New industries which want to develop export markets will 
need the scheme. (13) 

Scheme should be made applicable to durable and semi¬ 
capital goods and not to traditional commodities of export (14), 

Scheme may become necessary if exports of tea to countries 
other than the the U, K. ate made on credit basis (15). 

Exports on D/A can only be effected with the help of export 
credit guarantees (49), 

Exports of cotton textiles can be considerably increased if 
greater credit terms are offered. This will be possible only if the 
scheme comes into operation (33). 

Exporters of pepper are losing their hold in the Middle East 
and continental countries, Exports on credit term is necessary 
and.for this purpose Scheme is necessary. (34). 

Due to low margin of profits in cotton-textiles exporters cannot 
pay even $% as premium ©t 
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Coal trade is not likely to be benefited by the Scheme (20). 

Scheme will be of limited value in case of coir products. 

In case cover was available, exports of tea could be made to 
countries where buyers want credit terms. 

Section G —Miscellaneous 

A skeleton scheme showing the rates of premium should he 
circulated to business com nunity before the Scheme is introduced 
(4). 

Summary of Schemes in foreign countries should be circulated 
to various Chambers (4). 

Indian organization should circulate a list of foreign buyers 
who are not good risks (9) 

If a moderate return is ensured, private capital may participate 
in the capital of the Indian organization (28). 

Insurance organization should not be a Government depart¬ 
ment (10) (26\ 

Export promotion policies should be issued by the Indian 
organization as agent of Government (26). 

Export Promotion Councils cannot act as brokers (5), 

Business should not be done through agents (40). 

There should be a Central Advisory Council to advise the 
management (50). 

Section H. —Points outside the scope of the Committee. 

Export Promotion Council (Hides and Skins) should arrange 
for proper arbitration facilities in buyers’ countries (30). 

All contracts should provide for arbitration (33). 

Government should form a panel of two persons in each coun¬ 
try to which Indian goods are exported to act as arbitrators (46). 

Export of tiles is generally in country crafts and marine 
insurance facilities are not available, Further, freight rates are 
high. (35). 

Export of tobacco on consignment basis should be dis¬ 
couraged (44', 

Although tobacco is included in bilateral agreement yet off¬ 
take is very disappointing. The agreemertt should provide for 
specific quantities of $oods to be purchased (44). 
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Export cargo should be given priority for transport by rail (40). 

Transport arrangements are not adequate (21) (33), 

Cargo space is not easily available (49). 

Government should start cigarette factories to consume supplies 
of tobacco (31). 

Exporters should be given some preference in the issue of 
import licances (64). 

External trade transactions should be allowed (64). 

External trade in cotton and cotton waste should be allowed 
(51) (52) (53). 

Some means should be devised by which direct sales of hides 
and skins can be encouraged (74). 

Goods should be examined before shipment and be certified 

( 12 ) ( 22 ). 

Exporters should be registered (14) (22) (32) (44). 

Indian trade delegations abroad should include representa¬ 
tives of small-scale and cottage industries (49)> 

The staff of Indian ambassies, consulates and missions should 
be strengthened by experienced businessmen (49). 

The Indian Trade Commissioners and representatives abroad 
are not vigilant enough to bring to the notice of the Indian expor¬ 
ters orders for Indian coal (21). 

India is importing machinery from Japan, and Japan is import¬ 
ing large quantities of coaking coal from China. Attempt be made 
to barter coaking coal for machinery (21). 

A scheme of surveys like Lloyds and General Superintendence 
be introduced (12 . 

Export duties should be charged at the rates ruling at the date 
of contract and not at the date of shipment (63). 

Frequent changes in export policy affact export promotion (57) 
(58) (59J (60) (61). 
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APPENDIX VIII 

[Reference Chapter I, paragraph 10] 

Summary of replies received from banks to the special 
questionnaire 

1. Exports through various ports of India 

The principal commodities enterirg into the export trade 
through the various major and minor ports areas follows:— 

Bombay.- Cotton, wool, and cotton waste: cotton textiles arti¬ 
ficial silk goods; hides and skins and leather goods: oil seeds and 
oilcakes: foodgrains: spices: gums; and resins: myrobolums: metalic 
ores (manganese, iron ore. barytes, bauxite, kynite) and scrap 
metal, and non-metalic quarry products like mica and gypsum: 
hardware and cutlery: steel- furniture: and stainless steel and 
aluminiumware. handicraft products. 

Saurashtra and hutch.- Raw wool: groundnut oil and oilcake; 
hydrogenated vegetable oils: onions: salt: bauxite: crushed horns 
and hoofs, 

Calcutta. - Jute manufacture: hemp: tea; lac and shellac 
vegetable oils and oilseeds and oilcaks: rice; coal: manganese: iron 
ore: and scrap metal: pharmaceuticals; artware, brassware: and 
sports gcods. 

Vishahapatam.- Manganese: iron ore; coal: tobacco: and myro- 
bolems. 

Madras.- Cotton piecegoods (both mill-made and handloom) and 
cotton yarns: hides and skins-oils and oilseeds: tobacco sandal oil: 
dry chillies, onions, and potatoes mica: crushed bones, and tallow. 

Tuticorin,- Textiles and cotton yarn: dried fish: senna leaves. 

Quilon, Mleppey and Cochin - Cashew kernels: coir yarn and 
coir products; pepper, ginger, and cardamom; tea; coffee; tapioca; 
dried fish; lemongtass oil; mineral sands, 

Mangalore and Calicut. - Tiles; timber; coffee; pepper; card- 
moms; and cashew kernels. 

2. Terms of sale to the foreign buyer 

2.0 It is dificult to estimate the exact proportion of business 
under various terms of payment. Contracts are concluded on the 
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basis of (a) confirmed or unccnfiimcd iriivccable letters of credit 
(L/C); cash against documents (C.A.D, sight drafts); (c) tenor bills, 
documents against payments (D/P) and documents against accept- 
tance (D/A), The terms of payment offered differ both from one 
commodity to another and'from one country to another. 

2. 1. Regionwise, a leading Exchange Bank (1) has furnished 
the following information:- 


PROPORTION OF SHIPMENTS MADE ON 
THE BASIS OF 


Letters of credit 

Other than letters 
of credit 

Eastern countries 

100% 


Australia 

75% 

25% 

Europe 

50% 

50% 

Africa 

75% 

25% 

America 

75% 

25% 


Latterly, a large proportion of shipments to west Africa and 
the Red Sea area is made on the basis of documents against 
acceptance (2). 


2. 2. But the experience of one exchange bank is not the 
same as that of another, because of the differences in the types of 
commodities for which bills are negotiated by them and in the 
countries to which these commodities are exported. Also, each 
exporter with long-standing connections will offer his own tradi¬ 
tional terms of credit. 

2.3. The differences in the terms of credit offered between 
one commodity and another will also be clear from the following 
figures furnished by the exchange banks : 


Commodity 


Proportion of exports on the basis of 



L/C 

C. A D. 
(Sight) 

& 

D/P D/A 

bills bills 

1 

2 

/» 

3 

/o /<s 

4 5 

Raw Cotton 

75 to 90 

— 

5 to 25 — 

Cotton piece goods & cotton yarn 

25 

— 

25 50 

Jute manufactures 

60 to 90 

— 

5 5 

Tea and Coffee (consignment 
sales mostly) 

25 

— 

80 (usually 

D/a) 

Shellac 

95 

— 

5 — 

Hemp 

95 

— 

5 — 

Goat Hair 

95 

—• 

5 — 

Oilseeds & Oils 

60 

— 

20 20 

Oilcakes 

75 

— 

25 — 

Sandal oil 

50 to 80 

— 

30 to 50 — 
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1 

2 

3 

4 5 

Lemongrass oil 

<5 

— 

5 — 

Chillies, Onions, and lunghiea 
(from Madras) 

— 

— 

— 100 

Hides and skins 

70 


30 (D/P 3c 

Timber 

50 

— 

D/A) 

50 

Pepper Bombay & Cochin* 

50 

_ 

50 _ 

Mangalore 

100 

— 

— 

Coir and Coir mattings 

50 

— 

25 25 

Spices (Ginger, Turmeric. 
Cardamom) 

50 

— 

50 — 

Myrobolums 

100 

— 

— 

Mica 

80 

20 

— — 

Iron ore and manganese 

100 

— 

— — 

Exposed cinema films 

100 

— 

— — 

Manufactured drugs 

95 

— 

5 - 

Leather manufactures, including 
footware. 

50 

— 

50 — 


2'4. Generally, letter of credit is insisted upon in the case of 
shipments of standardised and manufactured goods. In the case 
of raw materials like mica and metallic ores, raw wool, vegetable 
oils and oilcakes, in that of hides and skins, the letter of credit 
covers only 90 to 95% of the invoice value, the balance being paid 
after inspection and approval at the buyer’s end. In the case of 
exports of cashew kernels and pepper to the U.S-A., the goods on 
arrival are to be passed by the U. S. Food and Drug Administra¬ 
tion under their food laws. The L/C opened in such cases 
covers 95 to 98% of the invoice value, the balance being paid on 
inspection of the goods and approval thereof. 

2'5 ■ Banks negotiate D/A and D/P bills drawn by reliable 
shippers covering exports, prcvided the drawees’ financial status 
and business dealings are reported to be satisfactory. The export 
risks on such bills are entirely on the shippers' account, and banks 
take a general letter of hypothecation from them undertaking to 
repay advances or any short fall, in the event of dishonour of bills 
for any reason whatsoever. In other words, shipping documents 
are handed [to banks as collateral security for due acceptance/ 
payment of such bills, 
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26, Due to the credit sqveeze in U, K. and general shortage 
of funds in some other countries, there is at present a pronounced 
tendency on the part of the foreign importers to demand open 
credit or documents against acceptance. In the case of Iran 
where foreign exchange is scarce, credit has to be extended upto 
6 months or longer. The swing over to a buyer’s market has also 
resulted in buyers calling for extensions of tenor bills, conversion 
of sight to acceptance terms, and release on consignment basis. 
(3) This tendency is marked where markets are overstocked and/ 
or the goods are offered at uncompetitive prices or are of poor 
Quality. In many countries, notably the West Indies, extensions 
of credit are automatically brought about by the deferment of 
settlement until arrival of the carrying steamer. (4) Open 
credit terms are, however, restricted, to associate firms or to long¬ 
standing connections. 

27. Under the existing Exchange Control Regulations, the 
prescribed time limit in which foreign exchange proceeds of 
exports must be realised is six months from the date of shipments. 
(5) If, however, tne proceeds are not received in India within six 
months, shippers arc required to send an explanation to the 
Exchange Control Authorities for the non-delivery of the proceeds 
and apply for an extension. (6) An appreciable volume of exports 
is made by Merchant Houses to their established connections 
abroad, through whom very olten they also import goods. After 
setting off the value of exports-against imports, a periodic settle¬ 
ment of account takes place. The extent of such business is not 
possible to estimate. 

3. Finance For Export* 

3. 0. Exporters (merchants) do not normally finance the 
production of goods. They purchase the goods from producers 
of manufaturers with their own funds or with the aid of short¬ 
term loans from banks. Pre-shipment loans or “ packing credits ” 
are granted by banks against documents on an established contract 
and on an undertaking to provide shipping documents or repayment 
of advance within the period for which the facility is granted. To 
manufacturers who are also direct exporters, banks advance loan^ 
against fixed and/or floating assets or security provided by the 
directors or the principals. It is understood that some exporters 
of cotton piecegoods make advances to the mills on whom they 
Place their orders, up to 20 per cent of the value. Regarding 
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finance after shipments made on C. A. D. or D/P basis, banks buy 
bills drawn on first class parties or advance money against such bills 
with documents pre.-ented, The exporter usually gets payment 
upto 70 per cent of the value immediately on presentation of 
documents to the bank. The balance of 30 per cent is handled on 
a collection basis. This is particularly so in the case of shipments 
on a consignment basis, where the bank takes into accout the 
creditworthiness of the exporter at this end and the consignee at 
other end (7) In the case of shipments on the D/A basis, the 
documents are surrendered when the importer at the other end 
accepts the draft; in such cases, as a matter of policy, status 
reports on the importers are obtained before banks take the bills. (8) 
Individual limits are fixed considering the credit worthiness of the 
drawer, drawee and also taking into account the economic and 
political conditions prevailing in the importing countries. (9) 

3. 1- All the banks have stated that they do not advance 
against shipments without recourse to the shippers, except against 
documents presented under a letter of credit which provides for 
"without recourse to shipper" terms. Otherwise, the drawer of a 
bill remains liable to the bank for non-acceptance or non-payment 
of the bill. 

3. 2. Where payment is by confirmed irrevocable letter of 
credit, it is the responsibility of the negotiating bank to ensure 
that all documents conform strictly to the terms of the credit. 
Certificates of weight, inspection, analysis and quality issued by 
recognised surveyors and/or Chamber of Commerce usually 
accompany the documents (10)1 If the banks find that documents 
presented contain certain discrepancies of a minor nature, they 
call for a guarantee from the shipper under which payment is 
made under reserve, which will be removed as soon as the docu¬ 
ments are retired by the overseas importer or the bank at the 
other end and if documents are drawn on a bank. (11) Banks do 
not carry out any physical inspection of the stocks and are not 
responsible for the quality of goods shipped. (L2) According to 
article 11 of Uniform Customs and Practice for commercial 
do:umentary credit fixed by the Thirteenth Congress of the 
International Chamber of Commerce, banks assume no liability 
or responsibility for the form, sufficiency, correctness, genuineness, 
falsification or legal effect of any document or papers, or for the 
description, quarttkjr, weight, quality, condition, packing, delivery of 
value of goods represented thereby, or for the general and/of -parti- 
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cular conditions stipulated in the documents or for the good faith or 
acts of the consignor or any other person whosoever, or for the 
solvency, standing, etc. of the carriers or insurers of the goods. (13) 
Complaints or disputes about the quality of the goods are, therefore, 
for settlement between the buyer and the seller. Banks would, 
however, be concerned with complaints of quality specification or 
quantity, as this is a guide to the competence andlor repute of the 
shippers in future dealings. (14) As far possible, the banks use 
their good offices in arranging settlement of disputes in respect of 
transactions passed through them. (15) 

3. 3. In the case of manganese and iron ores, the new trend is 
to obtain a letter of credit that allows the exporter to draw 
thereunder, say 40% while the ore is still at the mines, the next 
40'lo when the ore is railed, and the balance 20% when shipped. 
(16). 

4. Payment Currency 

The replies from all the banks show that contracts are made 
in Sterling, U S. Dollars, and Indian rupees. For exports to the 
U. K. and continental Europe, payments are usually received in 
Sterling ; and for exports to U. S. A, and Canada usually in the 
currency of those countries but sometimes in Sterling. Exports to 
Ceylon. Burma, Indonesia, Malaya, Thailand and the Red Sea area 
are generally invoiced in Indian rupees. The exporter has ample 
facilities from banks to protect himself against exchange fluctua¬ 
tions up to 12 months ahead in Sterling and six months ahead in 
other currencies. In the case of contracts providing for payment 
in rupees, presumably no exchange fluctuation risk is present. In 
the case of contracts expressed in foreign currencies, the exporters 
technically get payment in the foreign currency but they get paid 
in Indian rupees through their banks. 

S. Difficulties Experienced by Banks 

5.0. When goods are exported to Burma and the importers 
licence has expired or has been fully utilised already, it is under¬ 
stood that the goods are liable to seizure by the Burma Govern¬ 
ment. If they are not seized, it is necessary to obtain an export 
licence before the goods can be repatriated, and the authorities 
there appear to take considerable time to dispose of such applica¬ 
tions during which the demurrage charges can exceed the value of 
the goods. (17) 
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5.1. In the case of exports to Indonesia, the authorities there 
Jay down how much freight can be incurred on goods of a specific 
F. O, B. value and letters of credit are opened accordingly giving 
F, O. B. value and freight separately. In several instance, the 
freight has exceeded the amount allowed, which excess the expor¬ 
ters have had to forego. They tried to collect the excess by drawing 
clean bills but remittances against majority of such bills had been 
refused by the Exchange Control authorities in Indonesia (18) 

5.2. Banks are called upon to discount bills drawn on confir¬ 
med letters of credit arranged by importers in Turkey. The Indian 
banks cannot discount such bills until they know that funds are 
actually available in sterling in the U.K. Turkey is now importing 
large quantities of merchandise from India but is not always able to 
transfer the necessary funds to the U.K, in sterling due to very 
rigid exchange control regulations prevailing in that country. (19) 
Transfer difficulties have also occurred in respect of payments for 
exports to Iran and South America. (20) The export trade of 
the country would considerably develop if an organisation could be 
set up to cover transfer risks. 

5.3. Where owing to competition from other countries the 
exporters want to extend credit terms instead of exporting on the 
basis of L/C, full and accurate information regarding the import 
and exchange control regulations of the buyer's country and of the 
buyer’s status is not available to the bankers to negotiate the bills 
readily. (21.) 

5.4. Some firms accept orders from overseas buyers involving 
sums beyond their capacity to finance and are forced to seek 
assistance from banks. They enter into hasty commitments and 
often distrub the trend of prices and the course of trade of even 
established houses. In such cases, the banker is not certain that 
the bill will be promptly paid but accepts it on a collection basis, 
the payment being received by the exporter after receipt of the 
amount from the importing country. (22) 

5.5. In many instances, foreign buyers have refused to accept 
the goods or have dishonoured the bills on some technical and 
minor ground of non-conformity of the shipment with the terms of 
contract, if the market price is against the buyers on the due date 
ofthe payment of the bills. Vexatious delays in acceptance of 
good's are not unctrmnjon, particularly In Middle East count 
tries. (23) 
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5.6. In some cases where a dispute arises between the foreign 
buyer and the exporter, there is no arrangement for arbitration. 
Nor is there a Consul or Trade Representative of the Government 
of India in the importing country. In such cases, it becomes 
difficult to realise the proceeds quickly because there is no 
independent authority to certify the genuineness of the importer’s 
complaint. (24) 

57. In some cases, where the foreign buyers want amendment 
of the terms from C. A. D. to D/P or D/A basis, after the arrival of 
the goods, the exporter is put to unnecessary expense by way of 
protecting the goods at the buyer’s end. For, there is delay in 
obtaining sanction of the Indian exchange control authorities for 
amendment of the original terms of the contract in regard to 
payments. The exchange control regulations need to be flexible, 

5-8. When the buyers in foreign countries repudiate their 
contract, it is impracticable and costly to take legal action. Banks’, 
Foreign Correspondents in many cases find it difficult and also 
embarrassing to take legal action. Our Embassies and Trade 
Representatives abroad can try to assist Indian Banks/Exporters in 
such cases. (25) 

5.9, Many merchants (particularly new-comers) exporting 
under letters of credit do not give sufficient attention to the pre¬ 
paration of their documents, with the result that there are often 
many discrepancies in them, and the negotiating bank is therefore 
called upon to accept a risk which it would not be required to 
if the documents had been drawn up properly. A large number 
of Export Houses are really mere Commission gents and 
they require banks to finance right from the receipt of the 
order till the payment of the bill overseas. ( 26 ) Shippers 
should produce documents exactly in conformity with the terms 
of the contract, specially in a buyer's market where unscru¬ 
pulous buyers will not hesitate to refuse payment of bills for tech¬ 
nical reasons, thereby force the shipper to reduce his price. (26)(A) 

5.10. A freqnent discrepancy in documents is a claused bill 
of lading, the most usual clause relating to packing and/or customs 
examination. In maqy cases, due to lack of accepted standards 
of export packing, the shipping companies are unable to issue a 
clean bill of lading as is normally required by the buyer.(27) 
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511. Export Trust Receipt facilities by banks are limited. 
If Trust Receipts could b? nr!e ’cgaHy reg stable, banks might 
be willing to grant larger facilities. Alternatively, if public ware¬ 
houses in Port-Towns could be-established, banks would be able 
to grant advances more freely on the pledge of the goods represen¬ 
ted by the warehouse Receipts. (28) 

5. 12. But banks are fully stretched in thier advances. More 
finance can be made available by them for exporting only with 
the assistance of the Reserve Bank of India, in respect of tbicr 
short-term export bills which should be rediscounted by the 
Reserve Bank, if such bills are covered by the Export Credit Insu¬ 
rance Organisation. With regard to medium-term bills, comnei 
cial hanks will not be able to undertake such business and there¬ 
fore, a separate institution to handle such business should be 
brought into being. Such an institution may be assisted by the 
Reserve Bank of India.(29) 

5. 13. The Export Credit Guaratee Scheme will certainly 
enable banks to provide finance for exports more freely. (30) 
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6, Points made in oral evidence by the Bombay Exchange 
Association. 
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6. 0, It was agreed that, witii the backing of E. C. G. policies, 
the banks would be much more willing to provide export finance 
for weak or inexperienced exporters. 

6, 1. In reply to a question, the Chairman gave information 
about the range of premiums charged by the U. K. Export Credits 
Guarantee Department. A question, was asked whether the ex¬ 
porter whose margin of profit was 2% could afford to pay the 
premium. The chairman pointed out that his information was that 
U. K. exporters generally worked a margin of 2J% of profit, and 
about 45 to 50% of insurable exports were insured. This indicated 
that the advantage of insurance was being taken there. 

6'2. In India banks do not give credit facilities extending 
beyond 12 months. Chairman enquired whether it was possible 
to extend the period beyond 12 months if development of export 
trade necessitated it. The view of the Association was that this 
could be done if the Reserve Bank re-discounted bills of 
Commercial Bank in cases where such bills were supported by 
E. G. G. cover. 

63. It was suggested that exchange of credit of status infoma- 
tion regarding foreign buyers and exporters was possible on 
mutually confidential basis. The Chairman pointed out that, 
while the fact of insurance could be disclosed by the exporter 
to his bankers for obtaining finance, premiums could not be 
disclosed. 

7 Point* made in oral evidence by the Madras Exchange Banks 

Association. 

TO. It was agreed that, with the backing of E.C.G. policies, 
facilities for export finance will increase. 

TL On enquiry whether the ordinary banks would be able 
to meet the great demand for bank finance in the next five years, 
Mr. Lambert replied that the additional finance needed would 
have to be provided by some special organization like the Indus¬ 
trial Finance Corporation. The Chairman referred to the sugges¬ 
tion made by the Indian Banks Association in Bombay that export 
bills, with the support of the export credit guarantee organization, 
discounted by the ordinary banks might again be rediscounted by 
the Reserve Bank or some special organization to be set up 
for the purpose. The Association’s representatives agreed with 
this suggestion. 



7'2. The representatives confirmed that some foreign buyers 
had been recently asking for credit terms, even up to two years. 

8. Points made in oral evidence by the Indian Banks Association 

Bombay. 

8‘0. It was agreed that the scope for export finance would be 
enlarged so far as the banking institutions were concerned, subject 
to a certain element of election or choice ; in other words, the 
banks might offer differential terms in regard to business which 
was insured and business which was not insured. 

8*1. In reply to a question put by the Association whether 
established importers with long-standing connections with import 
houses in the foreign countries would also be required to insure 
their business, the Chairman pointed out that, apart from com¬ 
mercial risks (insolvency of the buyer or default in payment), the 
political and other special risks needed cover. 

87. In reply to a question whether the banks could act as 
brokers of E. C. G. Organisation, the Committee was informed 
that that would not be possible as this might be misunderstood by 
the exporters, and such recommendation of the banks will not be 
taken seriously. 

8'3 The representatives of the Association, however, suggested 
that, while the risk of making advances to the exporters could 
continue with the banks concerned, in view of the shortage of 
money in the country and the necessity of getting payment of the 
bills on the due dates, the Reserve Bank should take such bill 
and make advances to the export business which is covered by 
the E. C. G. Organisation, in the interest of the export trade of 
the country. 

8‘4. On enquiry that, if allowing of credit terms became 
iu'd ssary, there w T ould be increase in demand for export finance 
and whether the necessary finance would be available, it was stated 
that the banks would be able to meet the demand for short term 
finance ; but, if the demand was for medium or long-term finance 
a special Agency for the purpose might become necessary. The 
Chairman enquired by way of abundant caution whether, if the 
Committee recommended the establishment of a special institution 
for affording longer credit facilitres for export of semidurable or 
capital goods, the banks wouM not take it as interference with 
the private sector. While the representative of the Association 
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present agreed that there should be a special institution for the 
purpose, they stated that the matter would have to be fully con* 
sidered at a meeting of all the members of the Association. 



APPENDIX IX 


SUMMARIES OP SOME FOREIGN EXPORT 
CREDIT INSURANCE SCHEMES 



Correction Slip 

Please read Page 249 to 296 instead of Page 25? to 304. 



BELGIUM 

OFFICE NATIONAL DU DUCROIRE (O.N.D) 


I. Structure 

(1) (a) A para-statal organisation acting under guarantee of the 
state. It is controlled by a Conseil d’ Administration consisting 
of members of Government departments, public credit institutions 
and representatives of trade and industry, nominated by the 
Government Ministerial delegates who can veto decisions. The 
Conseil d’ administration has complete control and takes all major 
under—writing decisions. 

(b) Capital—B, Frs, 550 million (Rs. 6 crores) has been given 
in property to the organisation in the form of Government 
stock. O.N.D. has complete financial autonomy (frequently it resorts 
to the money market in order to meet provisional claims payment). 
The Government is ultimately liable for loss and gives O.N.D. an 
annual payment (drawn from the revenue of the Government 
stocks) equal to its premium income. But in spite of this payment 
O.N D. has succeeded in its endeavour to balance premium incomes 
and claims paid. 

(2) Maximum statutory liability is 15 times the capital i.e. 
B. Frs. 9750 million. 

(3) O.N.D was formed in 1921 and reconstituted in 1935 as 
an independent public agency of the Government. 

(4) O.N.D. re-insures the foreign commercial business of 
Compagnie Beige d‘ assuarance Credit S.A,, a private company 
which insures insolvency and protracted default mainly in the 
home market. 

II. Risks covered by Standard Policies 

(a) Commercial risks are not directly covered by O.N.D. but 
they re-insure commercial export risk (insolvency and protected 
default) accepted by Compagnie Beige D’ Assurance Credit S.A. 
Powers were, however, conferred on O.N.D. in 1939 to cover 
directly insolvency and default risks. No use has so far been 
made of these powers. 
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(b) Risks are defined as follows 

(1) Non-Payment (Public Buyers only) : Failure of the 
debtor to effect contractual payments within a period 
fixed by the policy. 

(2) Non-Transfer (Public Buyers Only) : Non-transfer 
within the period fixed by the policy of sums due in 
execution of the contract which have been deposited 
by the debtor either with a bank or with an 
organisation officially charged with the transfer of 
funds to Belgium. 

(3) Political Risks : (Private Buyers) : 

(i) delay in payment beyond the period fixed in the 
policy, due to a purely political event such as 
war, revolution, revolt, closure of frontiers or any 
measure taken by the government of the 
importer’s country, including moratorium of 
commercial debts, which prevents the fulfilment 
of the debtor’s obligations at contractual due 
date ; 

(«) As (2) above, with the additional proviso that all 
the formilities necessary with a view to the 
transfer of the funds or the granting of foreign 
exchange have been complied with ; 

(in) loss due to the absolute default of the importer 
or his banker in so far as this default is ex¬ 
clusively due to a political event or ‘‘fait du 
prince” (administrative action) of which the 
importer or his banker is a victim. 

(iv) “conversion loss”, i.e. loss which arises when, at 
the time of transfer, the payments made by the 
importer in fulfilment of his obligation converted 
into the contractual currency, are less than the 
amount stipulated in the contract, as a result of 
measures of fiscal or exchange policy, taken by 
the Government of the importer’s country. This 
loss is only covered however, to the extent that 
the payments are declared to discharge the 
importer’s obligation by virtue of law or 
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administrative measure of the government of the 
importer’s country, so that recourse to the 
importer is excluded. (O. N- D.) have never had 
to pay a claim under this heading). 

(v) inability of the importer to take possession of 
the goods after contractual delivery provided that 
this is exclusively due to a political event or a 
“fait du prince” and that it can in no way be 
attributed to any action or default on the part of 
the importer or a third party, 

(A) Cancellation of Contract before Delivery: Loss due 

to the total or partial cancellation of the contract 

before delivery of the goods or execution of the 

services. Cancellation must result from ; 

(A) Public Buyer : 

(i) judgment of a Belgian court following a default 
on the part of the foreign importer; 

(ii) non-execution of the foreign importer's contractual 
obligations. (O. N. D. must agree to cancellation 
in this case before a claim can be made). 

(m) inability of the exporter to carry out the contract; 
e. g. due to impossibility of obtaining supplies 
or transport or of effecting delivery by reason 
of international events or purely political measures 
taken by the authorities in the importer's country 
or any other foreign country (O. N. D. must 
agree to cancellation in this case before a claim 
can be paid); 

(iv) amicable arrangement between exporter and 
importer (O. N. D. must agree to cancellation in 
this case before a claim can be paid) ; 

(v‘ failure of the importer to take possession of the 
goods in so far as this is due exclusively to the 
ill-will or negligence of the importer. 

(B) Private Byer : 

(i) arbitrary and unforeseen measures taken by the 
government of the importer’s country in the 
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matter of foreign trade—e. g, arbitrary withdrawal 
of an import or foreign exchange licence—which 
prevents normal execution of the contract (O.N.D. 
must agree to cancellation in this case before a 
claim can be paid). 

(ii) as 4(A) (iii) above. 

(5) Inability of the Buyer to Accept the goods : (Public 
Buyer)—Inability of the buyer to accept the goods 
after contractual delivery by reason of international 
events or measures of a purely political character 
taken by the authorities in the importer’s country or 
any other foreign country. 

(6) Refusal of the Buyer to Accept the Goods (Public 
Buyer) :—Refusal to accept the goods after contractual 
delivery due exclusively to the ill-will or negligence of 
the importer. 

(C) Excluded Risks : O. N. D. has no authority to 
cover exchange fluctuations, price increase, ‘‘prospec¬ 
ting" (special dollar Drive facilities) or losses due to 
the fault of the exporter. It does not cover external 
trade. In respect of retention moneys O. N. D. covers 
the transfer risks only. If a contract provides for 
arbitration in the buyer’s country O. N, D- would not 
accept loss arising there from. 

III. Extent of Cover : 

(a) The normal policies cover risks from the date of shipment. 
Preshipment cover is given either by a separate policy or by 
endorsement to a “shipments” policy. Insurance is usually refused 
if the contract has already been signed. For “Pre-shipment” cover, 
the percentage of guarantee is applied to the exporter’s net loss 
i.e. costs less proceeds, part-payments and value of unshipped goods 
or materials; profit is not covered. 

(b) Public Buyers—80% ; Private Buyer—85%. In difficult 
cases, the percentage may be reduced as low as 60%. 

IV. Selectivity : 

The usual policies are 

(a) Public buyers-specific ‘shipments' Policy-payment and 
transfer. 
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(b) Private Buyers-specific ‘shipments’ policy-political risks. 

(c) Private buyers-turnover ‘shipments* policy-political risks 
for individual countries. 

(d) Public or private buyer-specific policy-cancellation of 
contract before delivery (i.e. pre-shipment). 

V. Premiums : 

(a) Rates depend on :— 

(i) Economic condition of buyer's country : 

(ii) Risks covered ; 

(iii) Payment terms ; 

(iv) Any guarantees accessory to the contract. 

(b) Average premium for 1954 was 0'9%. For short-term 
business, premium rates vary according to markets, from 015 to 
1.25% for Cash Against Documents to i/li% for six months credit. 
For medium-term, rates vary from 1 to 4% according to payment 
terms Premium must be paid for firm quotations. 

VI. Other Guarantees Services : 

O. N. D. also gives cover on services (e. g. contracting work 
overseas—including payment of labour services of engineers, con¬ 
sultants’ fees, etc.) by means of a special clause inserted in the 
policy describing the risks insured, and such cover may be combined 
with cover on the export of capital goods. It covers the transport 
of goods by Belgian undertakings (provided that the price contains 
an elements of at leait 30% for Belgian services and constructional 
work involving plant of Belgian origin provided that the cost of 
the work does not exceed 25% of the value of the plant delivered). 
Non-return or confiscation of goods exhibited at fairs, held in 
consignment stocks or used in connection with services (e. g. 
dredgers) are also covered ; insurance against these risks may be 
combined with insurance against political and transfer risks where 
the goods are sold. 

VII. Other Remarks 

(a) O. N. D. are required to maintain the following special 
reserves from premium income to cover losses under guarantees ; 

(i) an export guarantee reserve ; 

(ii) a re-insurance reserve ; 

(iii) an import guarantee reserve : 
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(iv) a special sinking fund for export guarantees and 

(v) a special sinking fund for import guarantees. O. N. D. 
may draw on its capital only when reserves are 
exhausted. 

(b) Maximum payment terms normally agreed are :— 

(1) consumer goods and raw materials-six months. 

(2) medium term-up to five years (exceptionally seven 
years) after delivery. 

Period for the Medium Term Credit depends on :— 

(i) economic position of buyer's country ; 

(ii) nature of goods ; 

(iii) the size of the order. An O. N. D. guarantee is 
normally required to obtain bank finance for 
Medium Term contracts. 

(c) Policies cover goods exported from Belgium or Belgium 
colonies ; the goods must have been produced or transformed in 
these areas. No entrepot trade is covered. 

(d) For losses due to conversion, ‘ absolute default” buyer’s 
failure to take possession of goods or cancellation of the contract 
before delivery, claims are usually paid six months after due date. 

(e Recoveries are shared between O. N. D. and the policy 
holder in proportion to their respective interests. In some cases, 
O. N. D. may require a bank guarantee that the exporter will repay 
any recovery. 



CANADA 


EXPORT CREDITS INSURANCE CORPORATION 


I. Structure : 

(1) (a) The Export Credits Insurance Corporation of 
Canada has been set up under the Export Credits Insurance Act 
of 1944. The members of the Corporation are the Deputy 
Minister of Trade and Commerce, the Deputy Minister of Finance 
and the Governor of the Bank of Canada. (Section 3 of the Act.) 

(b) The Corporation is under the management of a 
Board of Director composed of the members of the Corporation 
and not more than four other Directors, one of whom is 
President and General Manager of the Corporation. 

(c) There is an Advisory Council consisting of not more 
than fifteen members (Section 9). Members of this Council repre¬ 
sent the services of banking, manufacturing industries and the 
primary industries of farming, fishing, lumbering and mining. 
Members serve without remunerations. 

(2) The Corporation can establish offices or employ agents 
in any part of Canada and if necessary may employ agents 
elsewhere than in Canada for purposes of enforcing any right that 
as a result of contract of insurance may be vested in the corpo¬ 
ration. (See. 4(ii'. Branches have been established at Montreal 
and Toronto, and there is a representative in Vancouver. 

(3) The Corporation started functioning in 1945. 

(4) (a) The authorised capital of the Corporation is fifteen 
million dollars- It consists of 150 thousand shares of one hundred 
dollars each. 

(b) The Corporation can issue and sell bonds and 
debentures bearing, such rates of interest and subject to such terms 
and condition? as the Board of Directors may approve. Provision 
has also been made for advances by Ministry of Finance out of 
unappropriated monies in consolidated revenue -.funds. The 
aggregate of such loans outstanding shall not exceed the amount 
equal to five times the aggregate of the paid up capital and 
surplus. 
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(c) The liability of the Corporation under the contract 
of insurance issued and outstanding shall not at any time exceed a 
total of ten times the aggregate of the amount of the subscribed 
capital and the surplus of the Corporation. 

II. Risks covered by standard policies 

(1) The Corpjration insures the following main classes of 
business: 

(a) The insolvency of a foreign buyer; 

(b) Protracted default in payment by the buyer after he 
has duly accepted the goods; 

(c) Blockage of funds or transfer difficulties which 
prevent the Canadian exporter receiving payment for 
the goods he has shipped; 

(d) War or revolution in the buyer’s country; 

(e) Any other cause outside the control of both the 
exporter and the buyer which arises from events 
occurring outside Canada and the continental United 
States of America, e.g. cancellation of an import 
license or the imposition of import restrictions on goods 
not previously subject to license. 

(2) The Corporation accepts risks in all countries where the 
buyer under the laws of the country, can pay for the goods in 
Canadian dollars, U.S. dollars, or sterling which is transferable to 
Canadian or American account. One of the pre-requisites for 
transfer insurance coverages is that at the time the exporter accept 
the order or at the time of shipment, it must have been permissible 
for the buyer under the import and exchange regulations of his 
country to import and pay for the goods he has ordered. 

(3) In some South American countries, shipments which have 
been made on a Documents on Payment basis must be released 
against a provisional deposit in local currency because local 
regulations require that the customs clearance papers be presented 
to the exchange control authorities before foreign exchange will be 
allocated. The Corporation recognizes that this procedure is 
necessary in certain countries and accordingly the Corporation is 
prepared to endorse an Exporter's Policy authorising him to 
release documents against provisional deposits in local currency 
covering shipments made on terms of Cash against Documents if 
such release is required ;— 

(a) by law, or 



265 


(b"' by established procedure based on official requirements 
of the importing country relative to the import of 
goods comprising a shipment. 

(4) For transfer insurance protection, risks are covered for 
circumstance entirely outside the control of both the exporter and 
the buyer and the Corporation is not on risks if foreign exchange 
is not made avilable to pay the exporter due to lack of some 
necessary action on the part of the buyer. 

(5) Following risks are not covered : 

(a) Trade disputes or straight repudiation on the part of 
the foreign buyer is not covered. Export Credit 
Insurance policies do provide cover for repudiation by 
Government buyers. If there is any dispute between 
the exporter and his customer, it must be settled 
before the Corporation can consider a claim for loss. 
If a judgment is obtained against the buyer and such 
judment could not be satisfied, the Corporation will 
pay. 

(b) Devaluation of a currency is not covered but, if the 
buyer becomes insolvent because of devaluation, the 
Corporation would pay the resulting claim. 

III. Extent of Cover : 

(1) The period for which the risk is covered in the case of 
general commodities sold on short-credit terms or credit terms 
which are usual in the particular trades concerned extends from 
Cash Against Documents terms up to a maximum of six months. 
In the case of capital goods sold on medium credit terms, the 
period extends from six months to three years or more The 
period of credit is generally taken to mean the actual credit period 
extended to the buyer from the time the goods are placed at the 
buyer’s disposal. In the case of capital goods, term may run to 
five years. There is no limit for the time under the Act. 

(2) The maximum risk covered is up to £5 per cent of the 
amount of any loss incurred by an exporter under the terms and 
conditions of his policy. The co-insurance proposal depends on 
relevant circumstances and where circumstances require even lower 
percentage of risk may be covered. There have been cases in 
risks have been covered on a 60/40 basis, i. e sixty per cent which 
by the Corporation and forty per cent by the exporter, 
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IV. Selectivity 

An exporter is required as a general rule to insure exports 
to all countries for a year excluding sales made against irrevocable 
letters of credit or where cash is received in advance. An 
exporter may exclude exports U.S.A. If, however, an exporter 
wants to include his exports to U.S.A the Corporation will consider 
the proposal. The Corporation is also willing to consider the 
exclusion of any other country provided the exporter can supply 
the Corporation a broad spread of risk, it is possible that favour¬ 
able consideration would be given to the exclusion of a particular 
country, 

V. Premiums 

1. Each exporter has his own markets, credit terms, 
problems and difficulties and all these aspects must be taken into 
account in setting the premium rates. The premium s are based 
on the class or type of goods sold the countries to which they 
are shipped, the credit terms involved, to a small extent on the 
volume of the Exporter’s annual sales, the spread of risk afforded 
to the Corporation, the previous loss experience of the exporter 
and any other relevent factors. 

The average rate of Premium quoted on risks under return for 
the nine years is less than one per cent. 

The rates of premium are strictly confidential between the 
exporter and the C jrporation, as is the fact that he has a policy. 
In making his application the exporter warrants that he will not 
discuss the policy or any of its details with any other person 
or concern except in confidence with this bankers. 

The premiums which the Corporatian collects must be suffi¬ 
cient to produce enough revenue to cover operating expenses and 
probable losses. 

2, Countries are divided into eight groups (A to H), graded 
according to the seriousness of the political risk. Medium terms 
premium rates include an element of time premium calculated 
on outstandings amounting to one-eighth per cent or less, or one- 
fourth per cent or more per month. This may be increased by 
2:% if there is a heavy pre-shipment risk. When the total figure 
to be paid by the exporter' in respect of premium has been calcu¬ 
lated it is expressed as a percentage of the contract value, and 
it is this percentage that is quoted to him as premium. 
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VI, Other Guarantees 

1. Sec, 91 provides for other guarantees. Where the Minister 
reports to the Governor in Council that Ca) that the Board, 
having regard to the limitations imposed by section 14, is of 
opinion that a proposed contract of insurance will impose upon 
the Corporation a liability fora term or in an amount in excess of 
that wlr'ch the Corporation would normally undertake in relation 
to any one contract, exporter, commodity or country, and (b) 
in the opinion of the Minister it is in the national interest that 
the proposed contract be entered into, the Governor in Council 
may approve of and authorize the Corporation to enter into the 
proposed contract cf insurance. The liability of the Corporation 
under the contracts of insurance entered into under this section 
and outstanding shall not at any time exceed one hundred 
million dollars and shall not be included in the liability of the 
Corporation for the purpose of section 14, All orders in council 
made under this section while Parliament is in session shall be 
laid before the Parliament during such session and, if made while 
Parliament is not in session, shall be laid before Parliament at the 
next ensuing session. For issuing such policies the Corporation 
acts as agent of the Government and charges commission equal to 
25 per cent of the premiums. 

2. All premiums are considered to be confidential, but in 
the case of policies falling under Sec. 21, the order in council is 
tabled in Parliament. This makes the fact of the contract and the 
Premiums chargeable known, 

VII, Experience 

1. In 1954 the Corporation covered rather less than one 
percent of total Canadian exports. The main reasons for this 
comparatively low percentage are : (i) almost two-thirds of all 
Canadian exports go to the United States and many exporters regard¬ 
ed this as virtually domestic business. (They can cover the commer¬ 
cial risks with a private company known as the American Credit 
Indemnity Company) ; and (ii) the major Canadian exports are 
raw material and commodities e.g. wheat newsprint and metals which 
are sold on cash terms and no insurance, is required. E. C, I. C. 
estimate however that they cover about 45 per cent of totaj 
insurable Canadian exports. 
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VIII, Other Remark*. 

1. The Corporation does not wish to interfere with an Expor¬ 
ter s normal business and accordingly a maximum amount is esta¬ 
blished in each Policy, applicable to any buyer in any country 
covered by the policy up to which amount the Exporter may 
extend credit without reference to the Corporation. The only 
requirement is that the Exporter must either ;— 

(a) have had previous favourable credit experience with the 
buyer, or 

(b) have obtained two up-to"date credit reports from inde¬ 
pendent reliable sources that would justify his extending 

credit to the buyer. 

If the Exporter wished to extend credit to an amount greater 
than that set out in the policy he then applies to the Corporation 
for its specific approval. 

Credit reports may be obtained from :— 

(a) The Importer’s agent abroad ; 

( b ) His Bankers ; 

(c) Department of Trade and Commerce, Ottawa (Foreign 
Service) ; 

(d) Mercantile agencies. 

2. Much of E, C. I. C.’s business is invoked in U, S, dollais. 
E, C. I. C- make payments only in Canadian dollars ; they have, 
therefore, to be particularly careful about defining exchange 
rates and they have encountered problems when dealing with 
recoveries when the Canadian dollar has appreciated in relation to 
the U. S. dollar after a claim his been paid, A legal opinion has 
been obtained that E. C. I. C. would be entitled to share in profits 
due to an exchange appreciation and the position is made char to 
exporters. 

3. A transaction is eligible for cover if it relates to goods 
exported from Canada, and there must be a contract of sale before 
the goods leave Canada (for this reason E. C. I. C- cannot cover 
Fairs or consignment stocks'. Eligibility is not restricted, how¬ 
ever, to Canadian produced goods—a large amount of Canadian 
exports are re-exports originally emanating from the U.S.A., but 
the exporter must himself be producing in Canada. If E.C.I.C, 
believe that an exporter is importing goods for incorporation into 
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products to be exported, they may ask for a statement of the 
percentage of the whole that the foreign element represents. If 
this proves to be more than 25% ECIC would probably not give 
cover although for capital equipment, e, g. locomotives, they 
would accept a higher percentage of up to 40%. 

There is however some pressure for cover on consignment 
stocks and sales therefrom arid it is believed that legislation is 
contemplated to make this possible. 

4. When E. C. I. C pay a claim they require the exporter’s 
banks to sign an undertaking to pay 85% of any recoveries 
(whether policy hypothecated or not), 

5. Time of payment 

(a) Insolvency-immediately after the occurance of the 
insolvency. 

( b ) Default-12 months after the due date of payment of the 
debt if by that time the debtor's insolvency has not been 
established. 

(c) Foreign Exchange Transfer. Six months after the due 

date of payment of debt. 

id) All other risks, 6 months after the occurrence of the event 
which is the cause of a loss. 

6. Financing : 

The Corporation will agree to pay to any bank the proceeds 
of any claim which may be payable under a Policy. The exporter 
has available to him, two main ways of assigning his insured 
accounts to his bankers. He can either assign an individual bill or 
he can make a blanket assignment or all his foreign accounts 
receivable. 

7. “Every person is guilty of an indicatable offence and liable 
to imprisonment for a term not exceeding two years who wilfully 
makes any false statement. 

(a) in any application for insurance under this Act, or 

( b) in any instrument given to the Corporation under the 

authority of this Act.” 



DENMARK 


STATENS EXSPORT KRED1T UDVALG 


I. Structure 

1. The system works through state Export Credit Committee. 
It examines and decides the applications on consideration of 
commercial policy as well as on the facts of individual cases and 
recommends them to the Ministry of Commerce who undertakes 
the guarantee. The Committee consists of representatives of the 
ministries involved, banks and trade organisations, 

2. Maximum liability assumed by the Government is Rs. 33 
Crores approx. 

3 The State Export Credit Committee was formed in 1952. 

II. Risk covered by standard Polices 

(a) Solvency guarantee or guarantee on exporters drafts 
accepted by foreign buyers. 

(b) Transfer gunrantees covering cases in which the agreed 
payments cannot be transferred to Denmark at due date. 

Note :—There is however no guarantee against losses from 
exchange fluctuations. 

III. Extent of cover 

(a) Solvency—normally 75% guaranteed exceptionally 85% 
guaranteed. 

provided drafts are for a period not exceeding 12 months. 
The term of credits may, according to the circumstances 
be extended to 5 years particularly when there are 
supporting guarantees for a Government or State Bank or 
intermediary payments are to be made. Under quite 
special circumstances the guarantee may be extended to 
6 years. 

(b) Transfer —upto 85% guaranteed. 
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IV. Selectivity 

Separate policies are issued to cover the ins & Tr. risks. 
Transfer guarantees may be issued separately or in connection with 
one of the other forms. 

V. Premiums 

For the time being the premium charged for each of the 
guarantees is 121% p. a., minimum a flat rate of 1%. 

VI. Other Guarantees 

a) Guarantee on Consignment Stock 

This policy can cover up to 50% of the eventual losses on 
stocks consigned abroad. Losses however must be proved 
within specified time usually i or 1 year after approval of 
the application. 

Risks specifically Excluded from this guarantee 

1. Destruction of Stocks. 

2. Losses derived from the exporters’ failure to secure his 
property right in the stocks in the event of bankruptcy or liquida¬ 
tion of the consignee. 

3. Risk of loss from Credit extended on sale of goods from 
Stocks 

(h) "Financing,'' Guarantees 

1. To enable the exporter to finance the export during the 
time from the shipment of the goods and until payment is 
received. 

(Shipment Credit). 

2. To enable the exporter to buy raw material and pay wages 
in connection with the production of goods. 

VII. Experience 

Danish Scheme has been solvent. 

VIII. Other Remarks 

It is essential that the application for any from of export credit 
guarantee be made before the goods are actually exported. 

Guarantees to banks (vi (b) above) represent 50% of 
S.E.U.'s total business. 
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It is also laid down specially for Financial guarantees that 
the sums guaranteed shall apply to specific export orders and not 
to ordinary operating expenses. 

Claims 

(a) In the case of Guarantees on Exporters draft—it will be 
paid within 3 months after the due date 
(fe) In Transfer guarantees pay ment is made in 6 months after 
the due date. 



FRANCE 


COMPAGNIE FRANCAISE D’ASSURANCE POUR LE COMMERCE 
EXTERIEUR (Co., F. A. C. E.) 


1. Structure. 

1. Co. F. A. C. E. is a public corporation guaranteed by the 
State. Its object is to “guarantee the successful outcome of French 
export and import business and all overseas trade transactions 
generally.” Any Insurance Campany may ask to be authorised to 
transact export credit insurance but at present Co. F. A. C. E. 
is the only Co. authorised to transact this business. 

Its capital of Francs 100 m, was subscribed by : 

(a) the Caisse Des Depots et Consignations ; 

( b ) the Credit National ; 

(c) the Banque Francaise du Commerce Exterior ; 

(d) the Nationalised Insurance Cos., and 

(e) the Societe Francaise d’Assurance Pour Favorisor le 
Credit, (SOAFC) whose participation may not exceed 
30%. 

Co. F. A. C. E. maintains two financial accounts, 

(а) the ‘A’ Account for political risks (guaranteed by Co. 
F.A.C.E. on behalf of the State), and 

(б) the ‘B’ Account for commercial risks (guaranteed by 
Co. F.A C. E, on its own behalf. 

In case of ‘B’ Account if profit is of more than 10% of the 
premium income a portion is transferred to 'A' Account, If loss 
is more than 10%; excess over 10% of loss is transferred to ‘A’ 
Account, and if at any time, there are insufficient funds in the 
'A' Account, the Treasury will make advances. Ultimate liability 
for political risks is that of the State. 

Co. F. A. C. E. gives guarantees on the advance of an Inter- 
ministerial Committee (the Commission des garanties et du Credit 
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au Commerce Exterieur) comprising representatives of Govern¬ 
ment departments, the Banque de France and the Credit National. 
Co. F.A.C.E. itself, the Banque Francaise pour le Commerce 
Exterieur and the Chambers of Commerce are also represented 
in a consultative capacity. The Commission meets every fortnight. 
All medium term applications and matters of principle must be 
referred to the Commission. 

Co. F. A. C. E. is administered by a Conceil d’Administration 
consisting of members nominated by the Ministry of National 
Economy and the Ministry of Finance ; representatives of these 
Ministries can veto decisions of the Ccnseil, The Conseil meets 
every 4/6 weeks. 

2. There is no maximum commitment for commercial risks 
but liability under individual policies is limited to 

(a) 30 times premium paid in respect of commercial risks up 
to the time of loss in the year ; 

(b) under individual whole turnover policies liability for 
protracted default on any one buyer is subject to a 
maximum limit of francs 5 million. 

3. Co. F.A.C.E. has no branch offices but employs brokers to 
obtain applications for insolvency cover. A specialised broker 
receives a commission of 12% and a non-specialised broker a com¬ 
mission a of 10%. 

II. Risks Covered by Standard Policies 

(a) Commercial risks (covering sale to private buyers for 
short term transactions only). 

(0 Insolvency of the buyer, i. e. inability to pay owing 
to bankruptcy, judicial liquidation or composition 
arrangement binding on all creditors : or 

Failure of the buyer, having taken possession of the 
fe 'oods to discharge his debt within 12 months of due 
date, provided that the validity or amount of the 
debt is pot contested. 

( b) Political Risk* 

(0 Public buyers. 
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J, Non-Payment 

Failure of the buyer to discharge his debt not due to breach of 
contract by the supplier. 

2. Non-Transfer, Prevention or delay by political events, 
economic difficulties or legislation in the buyer’s country of resi¬ 
dence or transfer of funds paid out by the foreign debtor. 

3. Interruption of Contract, (pre-shipment) 

(i) Public-Buyer-Interruption of performance of contract, 
because of one of the following events : 

(a) non-fulfilment by buyer of his contractual obligations ; 

(b) act-or decision by government of country of destination ; 

(c) occurrence in the country of destination of war, civil war, 
revolt, revolution, cyclones, flood, tidal wave, earthquake, 
volcanic eruption ; 

( d ) prohibition of export by French Government ; 

(e) prohibition of manufacture by French Government ; 

(/) requisition of the goods by French Government ; 

(If the goods are subject to export licensing at the time of the 
signature of contract the guarantee is not effective until delivery 
of an export licence). 

(it) Private buyer [not applicable to medium term 
operations] as above, except “non-fulfilment by buyer 
of his constractual obligations’’. 

4. War and Disturbance risks : Failure of the buyer to dis¬ 
charge his debt because of war, civil war, revolution or distur¬ 
bance in the buyer’s country of residence or general moratorium 
decreed by the administrative authorities of his country. 

5. Catastrophe risks : Failure of the buyer to discharge his 
debt due to the occurence in the buyer’s country of residence of. 
cyclone, flood, tidal wave, earthquake, volcanic eruption. 

6. Exchange Risks. (Coveted by a separate policy); Loss due 
to difference between total sums received, convered at the rate 
obtaining when the guarantee was issued, and the total of sums 
actually received in francs at due dates, 
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Any profit on exchange is payable to the Ministry of Finance. 
This exchange risk guarantee can be issued for certain currencies 
only provided (i) there is no other means of covering the risks 
and (ii) the exporter exercises prudence and conforms with all 
necessary regulations. 

Risks not covered :— 

(1) Losses due to disputes between buyer and seller or to 
repudiation or to the buyer’s refusal to accept goods. 

(£) No cover is given against commercial risks on medium 
term or pre-shipment policies (but the provision of this 
cover is being considered). 

(3) Co. FACE, give no guarantee to foreign buyers against 
damages in the event of the French exporter failing to 
perform his contract. It is considered that type of 
guarantee is the province of Banks. 

III. Extent of Covers. 

( a ) For medium term transactions either pre or post shipment 
cover is available. The standard short term policies cover 
postshipment risks only, but pre-shipment political risk 
(not commercial risks) may be insured by a separate 
endorsement. 

( b ) Short term 80% 

Medium term 90% 

Interruption of contract or exchange 100% 

Where payment terms are exceptionally long, the percentage 
guaranteed may be reduced but it is done very rarely. 

Only 50% cover is given for insolvency risk for non-vetted 
accounts i. e. credits given by the exporter as a result of his own 
status enquiries) without referring the buyers to Co. F.A.C.E, 

IV. Selectivity. 

1. Short term policies, 

{a ) Commercial risks Co. FACE, insist on whole turn—over or 
at least a fair spread of risk. It allows the exclusion only 
of business payable by irrevocable letter of credit, and 
business with Specified countries. 
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( b ) Political and Transfer Risks 

The exporter can select his markets but this option is 
very seldom allowed. 

2. Medium term policies: specific cover is given. The follow¬ 
ing M. T. policies are available to exporters :— 

(i) Sales to public authorities-non payment and—non¬ 
transfer, 

(ii) Sales to public authorities—non-payment and 

nom-transfer, interruption of contract, 

(iii) Sales to private buyers (medium term)—political, 
catastrophe and non-transfer. 

(iv) Sales to private buyers ( medium term)—political, 
catastrophe, non transfer and interruption of contract, 

(v) Guarantee against exchange risks; 

(vi) Guarantee against exchange risks (covering an export 
which is the subject of a price guarantee). 

(im) Guarantee against loss due to interruption of contract. 

V. Premiums 

Premium income plus recoveries must cover claims paid. This 
is not applicable to experience of any one year but has to be 
treated to cover the experience for period of years. For short 
term policies separate premiums are charged for insolvency and for 
other risks. Insolvency premiums are included in a profit and loss 
account, 

Premium for political risk consists of two basic rates:— 

(a) a “prime forfaitaire” calculated as a flat rate on the 
maximum loss which Co. F. A. C. E. can sustain. This 
premium is payable when cover commences and is liable 
to adjustment depending on maximum risks. 

( b ) a “prime pro rata temporis" payable quarterly for Medium- 
term policies or monthly for short-term policies on the 
Maximum risk to Co. F.A.C E. at the end of that period. 

These rates vary between i% and li% for medium—Term 
policies according to the buyer's country. For short-term policies 
the ‘prime forfaitaire’ is 25% of the corresponding Medium-term 
rate and the “prime pro rata temporis” is 50% of the corresponding 
Medium-term rate. Further reduction proportionate to the term. 
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VI. Other Guarantees 

(2) Dollar Drive ("Prospecting Guarantees") 

(issued by the State directly). 

These policies, designed originally for North America, have 
been extended to some south American and Far Eastern markets. 

They cover losses arising from 

(a) market surveys, 

( b ) expenses in lunching certain products in these markets, 
publicity, setting up branches, were-housing etc.), and 

(c) Stock-holding. 

Policies cover 50% of loss calculated on either :— 

(i) the difference between the costs insurred over several 
years and a given percentage of the value of 
shipments over the same period or 

(ii) the balance of a guaranteed account showing receipts 
and expenses over the same period. 

(2) Price Variation Guarantees : 

State issues a separate guarantee against any loss the exporter 
may sustain as a result of increases in production costs on a fixed 
price contract for capital goods provided that 

(a) the export is invoiced in foreign exchange (so that any 
profit on exchange, which might result from a devaluation 
of the franc, is offset against any price increases). 

(b) the export is in the national interest. 

(c) the period of manufacture is long. 

The exporter receives 100% of loss where the production costs 
exceed the value in francs received from the buyer. Any profit 
goes to the State. 

The State does a great deal of business with this type of 
guarantee and claim that the principle of equilibrium between 
price increaies and exchange fluctuations has been shown to be 
justified. 

VII. Experience 

Co. F. A- C, E. certainly covers a big share of French medium 
term exports, but only about 5% of short-term exports, and very 



little external trade. The only guarantees on which large losses 
have occured are exchange guarantees on import operations. That 
was first after the war. In other fields, Co. F. A. C. E. has 
successfully maintained solvency. 

VIII. Other Remarks 

1. Guarantees may be assigned to banks. 

2. In the case of medium-term guarantees, goods must be of 
French origin. But where spare parts and essential components 
are of foreign origin. Co. F. A. C. E. may give cover provided the 
foreign element is not more than 20% of the total. 

3. Recoveries are shared between Co. F. A. C. E. and the 
policy holder in proportion to their respective interests in the loss. 

4. Maximum periods of Credit guaranteed are :— 

(a) Short-term normally 6 months, but up to one year for 
certain types of machinery. 

( b ) Medium-term 5 years, maximum from delivery. The 
length of credit depends on 

(i) economic position of buyer’s country. 

(ii) nature of goods. 

(iii) the national interest (e. g. dollar contracts); and 

(iv) sire of the order. 

5. Credit limits on individual buyers are agreed, but exporter 
is required to contribute an annual sum to the cost of obtaining, 
studying and renewing status information on buyers, as far as 
commercial risk is concerned, 



GERMANY 


HERMES CONSORTIUM 


1. Structure 

1. A Consortium between Hermes Kreditvcrsicherungs 
A, G. and the Treuarbeit Co (Deutsche Revis : ons—Und Treu- 
hand A. G.) issue guarantee documents and all risks and premiums 
are for the account of German Government. 

The Hermes cover commercial risks in the home market for 
its own account. 

2. The control of the export guarantees is vested in a 
Parliamentary Committee (The Foreign Trade Committee) which 
receives quarterly reports on the activities of Hermes and issues 
general directives to keep the operation of the Scheme in harmony 
with German Economic Policy ; these directives are not published. 

3. The authority to issue guarantees is vested in an Inter- 
ministerial Committee which is composed of representatives from 
the Ministries of Economics, Finance and Foreign Affairs, together 
with representatives of Banks, Industry and Trade (the later have 
however no voting power). 

4. Normally export finance is made available by private banks. 
In case of medium term projects however the banker can get 
financial aid from Ausfuhr Kredit A. G, on the security of the 
bank and export credit guarantee, 

5. The maximum statutory liability is Dm. 7500 million, 

6. The Hermes have a capital of 5 million D. M. for their 
own use but for the state business they need no capital. 

7. The Hermes Consortium operates through Branch offices. 
These offices merely receive applications for guarantees but the 
final decision rests with the Inter-Ministerial Committee 



II. Risks Covered by Standard Policies 

Risks covered are :— 

1. Public Buyers :— 

(a) Protracted default which means non payment within 6 
months from due date or where documents have not been 
taken up within 6 months after arrival of goods. 

(fc) Non-conversion & non-transfer of amount paid in local 
currency. 

( c) Exchange losses from conversion of payment in the currency 
of the contract. This cover is only for the period between 
the time of payment by the buyer & receipt of amount by 
the exporter. 

(d) Seizure of goods by a foreign Government Agency other 
than that of the buyer's Government. 

( e ) War & Civil war provided this risk is not otherwise 
insurable, 

2. Private Buyers : 

(a) Insolvency. 

(b) Non-payment due to Govt, action. 

(c ) Clearing delays. 

(d) Freezing of debts. 

(e) Non-transfer & non-conversion as in (b) of 1. 

(/) Exchange losses as in (c) of 1. 

( g ) (d) & (e) of 1, 

III. Extent oi Cover 

(a) The standard Guarantees (set out in IV below) cover risks 
from the date of shipment. There is, however, a manufacturing 
policy issued in respect of capital goods contracts against insolven¬ 
cy or non-delivery due to political events during the manufacturing 
period. 

( h) (0 Upto 75% for commercial risks, 

(ti) Upto 85% for Political and preshipment risks ; 

(Hi) Upto 90% for conversion and transfer risks. Hermes 
use the percentage of risk as an underwriting control, 
by this means they consider that they can control; 
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1. commercial risk ; 

2. political risks and 

3. Premimium rate (which is not altered when the percentage 
of cover is reduced). 

IV. Selectivity 

Whole-turnover cover is not insisted upen. Exporter is free 
to choose his shipments. If whole turnover is offered a rebate in 
premium is allowed. The main types of policies are :— 

(1) a single short-term policy covering one of his shipments. 

(2) a similar short term-policy covering a fixed revolving 
limit for business with one named buyer ; 

(3) a whole-turnover policy covering all transactions above 
a fixed minimum value with all buyers. The individual 
buyers are named, approved and rated ; 

(4) a whole-turnover policy containing a discretionary limit 
operated by the exporter subject to safeguards. 

(5) a conversion and transfer policy covering these risks 
either on specific or whole turnover basis for short, 
medium or long term contracts with either private or 
public buyers. The buyers must have paid their 
debts in local currency and have fulfilled their transfer 
obligations. Policies are issued for one year and buyers 
need not be named. The policies though issued for one 
year continue for the following year unless notice to 
terminate is given by either party. 

V. Premium. 

Hermes operate under a directive that its scheme should work 
on a solvent basis, i- e. that administration cost and losses under 
guarantees should be paid out of the income. So far this has been 
achieved. 

Average premium rate is 1.1%. Premium rates vary and 
depend on terms of payment. For long term payments, they are 
based on outstanding amounts and length of credit period. 

Private Buyer* 

(a) Cash Against Documents J% 
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ib) Credit Terms 1$% for first 6 months and additional 1% 
per month thereafter. 

Public Buyers 

For Post-Shipment risks for the first 2 years for exports upto 


3 million DM ...1% 

for the next 3 million D .}% 

for the balance .i% 


and thereafter an additional premium for exports upto 5 million 
DM i% for every month for the balance amount 4/10% for every 
month. Where only preshiment risks are covered i.e. where risks 
ends in shipment 1%. 

Where both pershiment and Post Shipment risks are covered 
}% plus the shipment rates. 

VI. Other Guarantees. 

(1) External Trade cover is given for commercial risks on 
ultimate buyers and transfer risks ftom the intermediate 
countries to Germany 

(2) Consignment stocks can be covered against political 
risks from time or despatch until goods are sold and 
against the transfer risks after sale. 

(3) Export guarantees for services rendered in connection 
with setting up of plants etc. and for non return of con¬ 
tractors equipment to Germany. 

VIL Experience 

The German scheme has maintained itself on a solvent basis 
since 1949. 

Vm. Other Remarki 

Claims,in respect of Insolvency are payable within 8 weeks of 
the proof of insolvency and amount of loss having been furnished 
and in respect of political Risks for the Private Buyers six months 
after the date of Moratorium prohibition of payment by foreign 
Government. For Transfer and Conversion risks the claim is pay¬ 
able after three months deposit in local currency. 

Hermes covers about 10% of total German export trade. 






Credit limits on individual buyers are closely controlled. Con¬ 
siderations for determining the payment terms for medium term 
contracts are :— 

( a) the greater the “work’’content in the product compared 
with the raw material content the longer could be the 
terms of payment. 

( h ) the nature of the payment terms for public buyers could 
be more generous than for private buyers. 

(c) the nature of the transaction i e- whether an “Advance" 
payment with order has been made sor heavy machinery. 

(d) the size of the order. 

Payment terms in excess of five years are not normally 
approved. But even in this period payments must be by instal¬ 
ments. 



INSURANCE OF EXPORT CREDIT AND FINANCING IN 

ITALY 


I. Structure 

The law authorises the Instituto Nazionale delle Assicurasione 
(existing state institution for "life insurance ) to accept export 
credit insurance directly (issuing polices) or indirectly accepting 
the total reinsurance of the same risks underwritten by the private 
companies authorised by the general law of 1923 to transact business 
in credit branch. The direct insurance or the reinsurance is 
accepted by the ‘Instituto’ for the total account of the State 
naturally must be contained—as nature and as percentage of 
cover—in the limits indicated by the law. The National Foreign 
Trade Institute processes insurance and re-insurance applications in 
agreement with the National Insurance Institute always on behalf 
of the state. It has created a common secretary to study the risks 
and to submit them to the special Committee. 

For goods sold on instalment basis, (the law indicates "special 
export trade") a Supevisory Committee (composed of fourteen 
representatives of the pertinent Italian Ministries. Government 
Agencies, and private financial, industrial and insurance interests) 
makes provisions for handling deferred payments, etc. The 
majority is formed by the official bodies. The resolutions must be 
communicated to the Ministry of Treasury. 

The maximum limits up to which risks can be covered by the 
Institute are estimated annually in the Act by which the budget, 
is approved. Maximum limit for 1953-54, and 1954-55 were fixed 
at thirty billion lires. It is also stipulated that, if the risks assumed 
in 1953-54 were less than the maximum limit, the residual amount 
can be carried over to 1954-55. 

The Institute operates through its own agencies in the country 
or through the agencies of the private companies which ask to be 
reinsured. 

II Risks covered 

The Institute covers the following risks :— 

(i) War declared or undeclared; revolution; riots and 
popular uprisings. 
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(«) Catastrophic and elemental risk such as earthquake, 
tidal waves, volcanic eruptions, floods, and cyclones. 

(tit) General Moratoria adopted by the buyer’s country. 

(iv) Suspension or Cancellation of orders resulting from 
the events referred to in (i), (ii) and (iii) above, or by 
Italy’s Government forbidding execution of the order 
or the importing country banning it, 

( v) Difficulties in currency transfers which result in an 
exceptional delay, defined as in excess of 12 months 
from date of payment for the Italian exporter in 
collecting the lira equivalent of sums which the 
foreign importer has paid in conformity with the terms 
of contract. The coverage may be unrestrictedly 
granted for exports to convertible currency countries 
or to countries belonging to transferable currency 
monetary areas, as listed by the Ministry of Foreign 
Trade. 

In other cases, coverage is granted only if the Governments 
of importing countries have authorized the supplies and have 
assumed an obligation to authorize the transfer of sums due for 
principal, interest, and accessory payments, through accounts 
provided in payment agreements and when no agreement exists, 
they have committed themselves not to hinder the use of the sums 
paid by the importer, for the purpose of goods and services for 
export. 

Guarantees are assumed in the same currency in which the 
credit is expressed. Premium and indemnities are paid in lira at the 
rate of exchange in effect on payment days. This means the risks 
of fluctuations in currencies is borne by the exporter, the Instituto 
and the insurance agencies in proportion to the risks covered by 
them, respectively. 

Ill Extent of Cover : (Direct insurance or reinsurance! 

The aggregate share of the Government guarantee is limited to 
70 per cent of the Credit to which the risk relates, regardless of 
the part insured with the insurance agencies. The exporter must 
assume a quota of 15 per cent of the volume of credit for each 
individual risk. The difference of 15 per cent may be insured by 
the private company but not reinsured by the State. Until now 
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no insurance of this part has been accepted by the Italian 
companies. 

Period for which risk is covered. For deferred payments 
guaranteed by Supervisory Committee four years is the maximum 
normal delay for which the Government guarantee can be given. 
This is calculated from the date of shipment of exports, which, 
according to general commercial practice, are paid for on a progress 
basis, even while being manufactured, from the due date of each 
progress payment. 

The Ministry of Treasury, on the recomendation of the 
Supervisory Committee, may extend guarantees on delayed 
payments beyond a term of four years. 

IV Selectivity: 

No information is available, because it is a confidential matter 
exclusively reserved to the Committee. 

V. Premiums 

The Insurance and reinsurance premiums are fixed on an 
annual basis within maximum and minimum limits set by a 
decree of the Ministry of the Treasury approved by the Ministry 
of Industry and Trade and of Foreign Trade. Within these limits 
the rates are fixed discretionally by the Committee. 

VI. Claims 

Compensation of loss .—Damages consist of total or partial loss 
of the credit and the indemnity is paid in lira in accordance with 
the provision of law and policy. For risks at II (i), (ii) and (iii) 
delay in collecting an overdue credit will be allowable after the 
following time-limits : 

(a) Six months after due date of credit, delay in paymeut is 
considered as a loss of 25% of the amount covered. 

( b ) Nine months of the due date a further 25%. 

(c) After one year, the balance of 50%. 

In case ot II (iv) and (v). delay of cover a year constitutes 
allowable claim. 

From the date payment is made, the Institute acquires, as 
agrinst the insured, title to the credit for which the guarantee 
was granted. Suns recjverel, however, are allocated in 



accordance with a priority procedure in proprotion to the quota of 
the risk assumed by each interested party. Payments are made in 
lira at the rate of exchange in effect on day of liquidation. 

VH Experience 

No information is available. 

VIII. Other Remarks 

1. Exemption from Tax 

(i) Insurance and re-insurance premiums collected on 
State Guaranteed coverage are exempt from Insurance 
tax. 

(**') Premiums collected by authorized insurance agencies 
which assume any portion of the risk in excess of 
the quota undertaken by State are also exempt from 
the tax on insurance provided always that the 
insurance is on policies approved by the Committee. 

2. All Insurance contracts, policies, receipts and other 
documents executed in connection with the transactions relating to 
risk scovered by State guarantees are exempt from stamp and 
registration taxes and other registration formalities. 

3. Before supplies covered by a policy are paid for, the 
rights resulting from the State Guarantee may be transferred. The 
insurer must receive notice of the transfer of lien. 



NETHERLANDS 


1. Structure 

1. To promote international trade and the exchange of services 
with foreign countries, credit insurance companies are enabled 
to reinsure with the government insurances or guarantees, effected 
on behalf of undertakings domiciled in the Netherlands, against 
the risks connected with the import and oxport transactions, it 
being understood, that the insured as .well as. in most.cases, the 
credit insurance company are to take part of the risk, for their own 
account. 

2. The legal basis for these facilities is given by the yearly 
budget laws, which authorize the Minister of Finance to grant 
guarantees in connection with export and import credits. This 
basis is worked out in a ministerial decree of the 17th November 
1946. 

3. The credit insurance company, which is admitted to the 
above mentioned reinsurance facilities r is the NEDERLANDSCHE 
CREDIETVERZEKERING MAATSCHAPPIJ N. V. at Amster¬ 
dam. The relationship between- tb^ Netherland State and the said 
company is regulat d by an agreement. 

4 Political risks are fully, reinsured with the government. 
The same applies to risks in connection with medium term credits. 
Short term commercial risks are underwritten for account of the 
company and its private reinsurers. 

5. In Rijkscommissie voor Export on Import granties”, the 
central bank, the ministries of Finance, of Economic Affairs and 
of Agriculture are represented as well as trade and industry. This 
commission meets twice a year and only discusses problems in 
general in order to avoide indiscretion. The daily work-acceptance 
of or advice on the reinsurance of separate policies is done by a 
daily committee, composed by officials of the central bank. 

6. There exists no special guarantee fund. The premiums 
for account of the government are paid to the treasury and claims 
for account of the government are made by the treasury. These 
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earnings and outlays are accounted for in the same way as other 
governmental income and expenditure. 

II. Risks Covered 

The policies in most cases cover the risk “that the exporter 
will not receive the amount of his invoice in guilders in the Nether¬ 
lands”. Thus the policies do not contain a limitative enumeration 
of the events which may cause a loss but give a negative description 
of the risk with certain exceptions and in this way give the insured 
the benefit of the doubt. The main risks of loss covered are : 

(a) CommsrcUl risks 

1. Insolvency ; 

2. failure to pay an admitted debt for delivered goods 
within a certain period, varying from 6 to 12 months 
after due date ; 

(b) Political risks : 

1. political occurances : war, hostilities, rebellion, revolu¬ 
tion, riots, etc. ; 

2. government action, (general moratorium, restrictive 
exchange regulations, the freezing of funds cancella¬ 
tion of an import licence, etc.) ; 

3. transfer difficulties and foreign exchange shortage, 

(c) Disasters: earthquakes,floods, epidemics. 

Risks excluded are : 

1. Marine risks or other hazards resulting in material 
damage to the goods; 

2- Losses resulting from causes within the control of the 
exporter ; 

3. Disputes as to delivery, quality of the goods etc.» or 
repudiations on the part of foreign buyers. 

The Exchange risk is normaliy not included in the cover. It 
may be covered separately in connection with medium term ex¬ 
port-business, when cover is not possible in the forward exchange 

market. 
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III. Extent of Risk 

(a) Cover usually starts at shipment. Preshipment risks can 
be covered in connection with medium term business. 

( b ) Short term business is covered on standard policy premium 
and percentage of cover being fixed for each transaction 
individually. 

(c) The percentages of cover vary from 75% to 90%. 

(d) In case of currency risks, the pecentage of cover usually 
amounts to 95%. 

IV. Selectivity 

For short term business there exists no compulsion to caver 
the risks on whole turnover basis. 

V. Premiums 

Premiums are fixed for each transaction ; 

VI. Other Guarantees 

Dollar Drive Guarantees Introduced in April 1952 . Govern¬ 
ment Guarantee one half of the cost of Market research, advertising 
and warehousing if not covered by increased volume of sale within 
a specific period. These risks are under written directly by the 
Ministry of Economic Affairs and not by intermediary of Neder- 
landsche Credietverzokering Maatschappij, N.V, The Maximum 
liability for these guarantees is fixed at D.f. 2.000.000, 



SWEDISH SCHEME 

"Export kreditnamnden, Sweden” 


I, Structure 

1. A Government Board opetating under Ministry of Trade 
giving guarantees on behalf of the State. It has no independent 
powers and no separate capital. It is controlled by an E. C. G. 
Board composed of top industrial organisations and Government 
departments ; the tatter exercise dominant control. 

2. Maximum liability is Kr. 300 millions i.e. Rs. 27 crores. 
(Including Kr. 100 millions i.e. Rs 9 crores) for special guarantees. 

3. Formed in 1933. 

4. No insurance brokers are employed. 

II. Risks covered) by Standard Policies 

Individual policies are issued to cover each of the following 
types of risks : 

(i) Private Buyers—Insolvency and default provided there 
is no breach of contract by the exporter. 

(ii) Public Buyers—Non-payment where there has been 
no breach of contract by the exporter. 

(i£t) Transfer (This policy can be issued separately or 
combined with (i) and (ii) above). 

(*V) Pre-shipment (Any claim is calculated on the net 
cost of goods to the manufacturer excluding his profit 
less the value of the goods at the time of the claim and 
less any pre-shipment received). 

(v) Import or exchange licensing controls. 

(vi) General war, 

(vii) Loss between shipment and delivery of goods, 

The cover is always 75% of the loss. 

Losses excluded :— 

(i) repudiation, 
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(it) increased manufacturing costs, 

(tit) devaluation, 

(iv) catastropic risks. 

UI. Extent of cover : 

(a) The cover provided by the policies mentioned at II (i), 
(ii\ (iii), (v) and (vi) above begins when the goods are 
delivered to the buyer. The policy at II (iv) above covers 
pre- shipment risks only, 

(b) Normally 65-70 per cent is guaranteed but this percentage 
may be reduced where payment terms are exceptionally 
long or markets are difficult, and may he increased to 
75%. Normally the risk covered is 70 to 85% but the 
policy holder always bears the first loss of at least 10 to 15 
per cent- 85 per cent cover may exceptionally be agreed 
for agricultural and fisheries products. 

IV. Selectivity 

Exporters normally insure selected contracts only, and as 
shown above, have option of the risks to insure. 

V. Premiums 

Premiums for short-term risks range (normally 1-2%) 
according to market and payment terms. Rates for long term 
risks vary between 1 and 4 per cent per annum. All risks covered, 
for general policies covering the total turnover the premium is 
reduced by about 50%. 

VI Other Guarantees 

( a ) Dollar drive policies. 

(t) stock-holding (very seldom), 

(it) financial guarantees to banks, covering the banks for 
75% with no risk for the banks but with full recourse 
on the exporter. 

(Hi) external trade guarantees. 

(b) Services Policy (exceptionally), 

VII. Experience 

E. K. N. guarantee less than li per cent of the total Swedish 
export trade and 10 to 15% of insurable exports. It is understood 
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that the organisation has conducted its operations on a solvent 
basis since its inception. 

Vm. Other Remark* 

E. K. N, have operated their scheme on a conservative basis, 
but during the last 2-3 years, the cover has been higher and the 
premium lower. 

E, K. N. takes a first charge on recoveries plus interest. 

Normally goods must be wholly or partly produced in Sweden 
(an exception may be made for dollar drive transactions) and now 
it may also be given for other exports. 

Policies can be hypothecated to banks. Payment is normally 
made within six months after the due date. In some cases after 
7 days after due date. In other cases upto 8 months after due date. 

Payment terms approved up to six months for consumer goods 
and upto four years for capital goods after delivery. 



SWITZERLAND 

"EXPORT RISKS GUARANTEE (E. R. G.) 
Geschaftas telle fur Die Export Riaikof rantie 


I. Structure 

Swiss E. R. G. is a Government Department. 

II. Risk covered by Standard Policies 

Individual policies are issued to cover each of the following 
types of risk ;— 

(0 Private Buyers: the policy covers only transfer and 
political risks. 

(ti) Public Buyers . the policy covers non-payment of money 
by the buyer as well as the transfer and political risks. 

Losses excluded : 

Insolvency of private buyers, (this risk can be insured with 
private company. LA FEDERALE COMPAGNIE ANNONYNE 
D’ ASSURANCES/only for 3 to 6 months.'' 

III. Extent of Cover : 

(a) The cover provided by the policies mentioned above 
begins when the contract is made. 

(£>) The maximum percentage guaranteed is 80% of cost price 
and the average is 70%. The policy holders bear first the loss of 
profits which on the average is about 10% of the invoiced amount 
and then 20/30% of cost price as their share of loss, 

IV. Selectivity : 

Every exporter can choose his transaction for insurance. 

V. Premiums 

Until 1946, the guarantee was given by E. R. G, without any 
cost. Since 1947, a fixed premium of i% worked on the sum of 
guarantee is charged irrespective of buyer, country of destination 
or payment terms. 
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Vi. Experience 

The experience has been exceedingly satisfactory. 

VH. Other Remarks 

Maximum credit terms approved by Swiss E. R. G. are 5 years 
(excentionally 7-8 years’). 



UNITED KINGDOM 

EXPORT CREDIT GUARANTEE DEPARTMENT 


I, Structure 

1. E.C.G.D. is a,Government Department under the President 

of the Board of the Trade. It is empowered hy Act of Parliament to 
give guarantees oma commercial basis “for the purpose of encourag¬ 
ing trade with places outside, the United Kingdom.being 

guarantees for the export, manufacture, treatment or distribution 
of goods or the rendering of services.” These guarantees are 
subject to a maximum liability of £ 750 millions and are given with 
the agreement of an Advisory Council of bankers and business men. 
In cases where it is desirable to issue guarantees on an extra 
commercial basis, business may be underwritten with the consent 
of the Treasury subject to a maximum liability of £ 150 millions 

2. E. C. G. D has 13 branch offices in the *U. K. and one in 
New York. In addition, it recognises established Insurance brokers 
paying them a commission varying from 5 to 9% according to the 
extent of business introduced 

II. Risk* Covered by Standard Policies 

(a) Commercial Risks :. 

(i) insolvency of the buyer ; and 

(«) failure of the buyer to pay to the exporter within 12 
months after the due date of payment the contract 
price of goods of which delivery has been duly accepted 
by the buyer. 

(b) Political, Transfer of Assets, etc. 

(0 The operation of a Law or of an Order, Decree or 
Regulation having the force of law, which in circum¬ 
stances outside the control of the Exporter and of the 
buyer prevents, rescricts or controls the transfer of 
payments from the buyer’s country to the U, K., or 

(u) The occurrence of war between the buyer’s country 
and the U. K., or 
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(it’i) The occurrence of war, hostilities, civil war. rebellionj 
revolution, insurrection, or other disturbance in the 
buyer's country, or 

(«0 The cancellation or non-renewal of an Export Licence 
or the imposition of restrictions on the export of goods 
not previously subject to licence, or 

O) The incurring in respect of goods shipped from the 
U. K. of any additional handling, transport or insur¬ 
ance charges which are occasioned by interruption or 
diversion of voyage outside the U. K. and which it is 
impracticable to recover from the buyer, or 

(*>») Any other cause not being within the control of the 
Exporter or of the buyer which arises from events 
occurring outside the U. K. 

iVote For public buyers (which cannot be made insolvent), the 

following additional risks ate covered 

(1) Failure or refusal on the part of the Buyer to fulfil the 
terms of the contract of sale of the goods ; such failure 
or refusal not arising from any breach of contract or 
warranty on the part of the Exporter nor from any 
other cause within the control of the Exporter. 

(2) The operation of a Law or of an Order, Decree, or 
Regulation having the force of Law, which in circum¬ 
stances outside the control of the exporter prevents 
ristricts controls the transfer of payments, from the 
Buyer’s country to the U. K. 

(c) Risks Specifically Excluded : 

(1) Any risks insurable elsewhere. 

(2) The buyers’ failure to obtain any authority necessary 
at the date of contract (or ‘shipment’) to import or pay 
for the goods. 

(3) Exchange fluctuations. 

Ntte It should be noted that the risks defined in II (a) and (b) 

exclude :— 

(») Repudiation, i.e. the refusal of a solvent private 
buyer to accept goods he has ordered. 
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(it) Any risk (not listed in (a) and (b) above) within the 
control of the exporter or the buyer. 

(in) Any loss, other than b (iv) above which occurs in the 

U. K. 

III. Extent of cover 

(a) The Contracts Policy : gives cover from date of contract 
until exporter receives final payment. 

The Shipment Policy : gives cover from the date of ship¬ 
ment until exporter receives final payment. 

(b) Percentage of Guarantee : 85% of contract price for loss 
arising from commercial risks; 90% for all other risks (including 
default by public buyers). 

Note : For doubtful countries, the percentage of risks may be 
reduced. 

IV. Selectivity : 

These policies normally cover the whole of the policy-holder’s 
export trade for 12 months with the following exceptions : 

(a) irrevocable deposits made at date of contract ; 

( b ) (shipments policies only) Payments made before shipment 
or by confirmed irrevocable letters of credit. 

(i) An exporter is allowed to exclude (i) sales made ta 
U.K. buyers*for shipment overseas; 

(it) business with any markets provided that the resul¬ 
tant spread of risk is acceptable to the Department 
and the exporter is agreeable to payment of 
additional premium. 

Note : Exporters must insure all risks listed in II (a) and (b), 
but where an exporter has a substantial financial 
interest in the buyer, E.C.G.D will not cover the 
commercial risks. 

V. Premium* : 

(a) Premium rates depend on the following factors 

(*) the Department’s assessment of risks in the buyer’s 
country ; 

(«) the terms of payment ; 



(tit) the class of goods ; 

(»t>) Whether contracts or shipments cover is required , 

(v) the amount of business offered for insurance ; 

(vi) the degree of selection allowed to the emporter ; 

(vii) the previous claims record of the exporter. 

(b) The average premium rate for short-term business is now 
about i%, but premium rates for different countries vary 
from about. 15% to 3%. 

VI. Other Guarantees 

1. Endorsements to Standard Policies : 

The following endorsements can, at the option of the exporter, 
be issued to holders of short-term contracts or shipments policies, 
to meet special requirements :— 

(a) Engineering : The normal policies cover credit terms up 
to six months from shipment. In recent years, how er, credit 
terms for light capital goods, e. g., tractors’ commercial vehicles, 
electric generators and pumps have been gradually extended The 
Engineering endorsement extends the Standard policies to cover 
approved goods sold on terms up to 2 years from shipment. 

( b) D/P Memorandum : To coyer .contracts which stipulate 
for ' documents against payment and for a tenore bill of exchange 
to be accepted by the buyer and duly delivered to the Exporter 
in accordance with the contract. If the bill is dishonoured by the 
buyer at due date, the exporter has the right to sell the 'goods and 
charge the buyer with any shortfall. This memorandum agrees to 
cover such loss provided it does not exceed 85% of 25% of the 
amount of the bill. 

(c) Sale* from Over*ee« Stock* : Endorsements are available 
to cover sales: 

(i) to an agent-buyer ; 

(ii) to ultimate buyers in local currency. 

(d) Stock* Endorsement: To cover goods owned by the 
the exporter and held in a consignment stock overseas against the 
risk of 

(i) requisition or confiscation ; 

(it) war, civil war, etc, 
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(Hi) the inability of the exporter to re-export the goods to 
the U K- 

(e) Re-Export Endorsement : To cover foreign goods emported 
froms the U. K. 

(f) Fair Endorsement : To insure goods shipped for exhibition 
at a foreign Fair against the risks of— 

(t) requisitioning or confiscation ; 

(if) prevention of re-export of the goods if (unsold) or pre¬ 
vention of transfer of payments for goods (if sold at 
the Fair); 

(in) war, civil war, etc, 

(2) Other Policies 

(a) External Trade policy: Insures a Merchant who is buying 
goods in one foreign country and shipping them direct to another 
(without passing through the U. K.) against the risks of insolvency, 
transfer, war and civil war. This form of policy will only be issued 
in respect of goods which do not compete with British, exports. 

(b) Processing Policy .—Designed to cover, risks arising from 
the processing of British owned goods in foreign countries ; The 
risks covered are 

(i) requisitioning or confiscation ; 

(ii) prevention of shipment from the processing country ; 

(hi) war, civil war, etc. 

( c ) C. 1. F. Charges Policy. Risk covered—increase in the rates 
of premiums for marine or war risk insurance or in freight. 

(d) Medium term Policies.— These- policies insure individual 
contracts for capital goods where the terms of payment and 
manufacturing periods are lengthy and the contract amounts are 
large. The exporter has freedom to select individual contracts for 
cover. The risks insured are the same as for the Standard 
Policies described in If, and the premium rates vary between 
1% and 6% according to the buyer’s country, the paymeut terms 
the type of goods and the class of buyer (i.e. private or public 
buyer). Credit terms involving a spread of payment over 1—5 
years from shipment are not unusual for large contracts. 
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(e) Special Guarantee to Banks. These guarantees are issued 
directly to U. K. Banks to assist the finance of major capital goods 
contracts. 

(f) Dollar Drive Policies. The following are special Dollar 
Drive policies issued to encourage exports to North American 
markets and the dollar account countries of Latin American :— 

(i) Contracts and Shipments policies for consumer goods 
are issued for individual markets in the same from as 
the ordinary short term Contracts and shipments 
policies. In exceptional cases cover may be given on 
buyers to a larger amount than would normally be 
considered prudent. 

(ii) Sales Promotion Policies In order to help exporters 
to bear the heavy financial risks of developing sales in 
the dollar markets, E. C. G. D. is prepared to go into 
partnership with the exporter over a period of 
between 2 and 6 years. E. C. G. D. receives a 
premium, and if the promotion campaign is unsuccess¬ 
ful. shares the final loss equally with the exporter. 
An example of these guarantees is the Advertising 
campaign against a planned expansion of sales; if at 
the end of the guarantee period the estimated sales had 
not been fully achieved and therefore the cost of 
advertisement had not been fully recouped, E. C. G. D, 
would pay the exporter 50% of the loss. Similar 
types of guarantees can be issued in respect of market 
surveys, stockholding, and promotional expenses; in 
addition joint venture policies can be issued to cover 
the whole of an exporter’s development programme in 
respect of one dollar market over a period of 4 to 6 
years. 

( g ) Services Policies: These policies insure payments for 
services rendered by U. K. firms to principals abroad where there 
is no sale of goods, e.g. insurance premiums, royalty and copy-right 
payments, auditor’s fees, services of constructional engineers. The 
policy covers 85% or 90% of loss arising from the risks of 
insolvency, transfer War & Civil War either tor individual 
transactions or a series transactions over 12 months, 
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VII. Experience 

E. C. G. D. is charged to maintain solvency. It is not a profit¬ 
making body and its income (from premiums and claims recoveries) 
must over a period of years balance its expenditure (claims 
payments and administration costs). In general, this objective has 
been achieved but E. C. G. D. have experienced two periods when 
claims have been abnormally high ; 

(i) 193?-41—war, transfer and diversion claims and 

(it) 1951-1953 Brazilian transfer claims 

({,) Eligibility : E. C. G, D. will cover all goods wholly or 
partly manufactured or produced in the U. K. and such 
foreign goods as do not compete with U. K. products. 

(c) Policies may be assigned to banks either in full or in 
respect of individual countries or shipments. 

(d) The maximum credit terms normally approved depend on 
the type of goods, as follows : 

(t) raw materials—90 days ; 

(*i) consumer goods—six months 

(Hi) light machinery—instalments over two years ; 

(*v) major capital goods—instalments over 3-5 years from 
shipment (provided there is a substantial payment 
before shipment). 

(e) Payment of claims is made as follows :— 

(i) Insolvency—immediately insolvency occurs ; 

(»*) Default—12 months after due date ; 

(Hi) Transfer—6 months after due date ; 

(in) Other risks—6 months after the event which is the 
cause of loss, 

( f) any recoveries made after payment of of a claim are divided 

between the exporter ond E. C. G. D. in proportion to 
their respective interests in the debt, 



APPENDIX X 

Reference chapter XI, Paragraph 14 

Source* from which economic and financial information 
regarding buyers’ countries should be collected 

1. Reports from Government of India representatives overseas 
on economic and financial conditions in their territories. The 
Export Credit insurance Organisation should teceive copies of such 
reports direct. 

2. Official and unofficial statistical and economic, publications 
of the Government of India and of foreign Governments. Central 
Banks, Commercial Banks, International Oagatiisations, Chambers 
of Commerce. Trade Associations. 

3. Reports of Trade and Financial Delegations, official and 
non-official, 

4. Trade and financial journals and dailt press and the 
London Economist’s Overseas Market Surveys and Commercial 
History, issued periodically. 

5. Reports of overseas representatives of policy holders of the 
Export Credit. Insurance Organisation. 

6. Overseas officers of Government of India visiting India 
Arrangements may be made that when an officer Governmeh. 
India posted in a foreign country comes to India, he should me 
the officers of the Export Credit Insurance Organisation for 
exchange of views regarding various matters, 

7. Export Credit Insurance Organisation officers going, abroad 
Tlfiey should collect and gjy& reports, on market conditions, and 
import, export, and exchange regulations. 

8.. Local representatives of the Foreign Governments injfndia. 

9. Berne Union—Members of the Union usually- e*,«hange 
important information. 

10. Direct approaches to the Ministries and Departments of 
the Government of India, the Reserve Bank of India, and Indian 
Embassies. High Commissions, Consulates, Legations, and Trade 
offices' abroad. 



